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Chapter Tax 2

Tax 2.02

INCOME TAXATION, RETURNS, RECORDS AND GROSS INCOME

Residence. Tax 2.502
Reciprocity.
Corporation returns. Tax 2.505
Information returns and wage statements.
Transfers of capital stock, information return. Tax 2.60
Earned income tax credit. Tax 2.61
Returns of persons other than corporations. Tax 2.62
Claim for refund on behalf of a deceased taxpayer Tax 2.63
Reproduction of franchise or income tax forms. Tax 2.64
Copiesof federal returns, statements, schedudesuments, etc. to

befiled with Wisconsin returns. Tax 2.65

Notice by taxpayer of federal audit adjustments and amended returfi&x 2.66

Credit for sales and use tax paid on fuel and electricity Tax 2.67
Claims for refund and other amended returns. Tax 2.82
Property located outsideig¥¢onsin — depreciation and sale. Tax 2.85

Compensatiomeceived by nonresident members of professional atfTax 2.87

letic teams. Tax 2.88
Recycling surchge — gross receipts defined. Tax 2.89
Apportionment method. Tax 2.90
Alternative method of apportionment. Tax 2.91
Separate accounting method. Tax 2.92
Permission to change basis of allocation. Tax 2.93

Apportionment in special cases.

Apportionment of apportionable income of interstate air carriers. Tax 2.935

Apportionmentof apportionable income of interstate motor carriersTax 2.94

Apportionment of apportionable income of interstate railroads,Tax 2.95
sleepingcar companies and car line companies. Tax 2.955

Apportionment of apportionable inconoéinterstate pipeline com Tax 2.956
panies.

Apportionmentof apportionabléncome of interstate financial insti  Tax 2.957
tutions. Tax 2.96

Apportionmentof apportionable income of interstate brokers—dealTax 2.97
ers,investment advisers, investmeaimpanies, and underwriters. Tax 2.98

Apportionmentof apportionable income of interstate public utilities. Tax 2.99

Apportionment of apportionable income of interstate telecommuni
cations companies.

Apportionmentof apportionable incomef interstate professional
sportsclubs.

Definitions relating to combined reporting.

Combined reporting.

Unitary business.

Controlled group election.

Alternative apportionment for combined groups includsypecial
izedindustries.

Designated agent of combined group.

Combined estimated tax payments.

Combined returns.

Nexus.

Penalty for failure to produce records under s. 71.80 (9m), Stats.

Reduction of delinquent interest rate under s. 71.82 (2) (b), Stats.

Interest rates.

Estimated tax requirements for short taxable years.

Withholding; wages.

Withholding; fiscal year taxpayers.

Withholding tax exemptions.

Withholding from wages of a deceased emploweel from death
benefitpayments.

Reduction of delinquent interest rate under s. 71.82 (2) (d), Stats.

Tax-sheltered annuities.

Reporting of installment sales by natural persons and fiduciaries.

Credit for taxes paid to other states.

Historic structure andehabilitation of nondepreciable historic prop
erty credits.

Relocated business credit or deduction.

Extensionof time tofile corporation franchise or income tax returns.

Earned income credit eligibility

Disaster area losses.

Dairy investment credit.

Tax 2.01 Residence.

Individuals claiming a change of incometax on the personal service income, if the state of residence

residencej.e., domicile, from Méconsin to another state shall fileallows either of the following:
form 1-827, “Residence Questionnaire”, or the “Residence Ques 1. A similar exclusion for personal service income eatned
tionnaire”which is a part of the INPR income tax form, with théndividualsdomiciled in Wsconsin while working in that state.

Wisconsindepartment of revenue by attaching it to theisan-

2. A credit against the tax imposed by that state on the per

sinincome tax return for the year they claim to have changed reginalserviceincome equal to the Mtonsin tax on the personal

dence,and shall furnish other information the departnaty

require.

Note: Forms may be obtained from the departmatevenues web site at
WWw.revenue.wi.gov.
Note: Section Bx 2.01 interprets s. 71.02, Stats.

serviceincome.

(b) Under s. 71.64 (8), Stats., a3abnsin employeof a non
residentindividual residing in a state with whichi¥¢onsin has
areciprocity agreement under sub. (4) need not withiwéédon-

History: 1-2-56; r(1); renum. (2) to be (1); renum. (3) to be (2) and am., Registain incometax from personal service income earned iis&nsin

September]1964, No. 105, &10-1-64; am. RegisteFebruary1975, No. 230eff.
3-1-75;. (1), renum(2) and am., Registeduly, 1987, No. 379, &f8-1-87; am.
RegisterFebruary1990, No. 410, &f3-1-90.

Tax 2.02 Reciprocity. (1) Purposkt. This sectiorexplains

by the nonresident.
(4) AGREEMENTSWITH OTHERSTATES. (&) Wsconsin hagor-

mal reciprocity agreements with:

thereciprocity agreements betweensdbdnsin and other states. 1961.

(2) DeriNniTions. The following definitionspertain only to 2.

Wisconsin. Definitions of the same terms in other states may va971.

In this section:

1. Kentucky for the years beginningn and after January 1,
lllinois, for the years beginning on and after January 1,

3. Michigan, for income earned after October 1, 1967 and

(a) “Personal service income” means all salaries, wages, coyearsbeginning on and after January 1, 1968.

missionsand fees earned by an employee and all commisaiahs

feesearned by self-employed person in the conduct of a profe3968.

sion or vocation. Personal service income does not include () Wisconsin practices reciprocity with Indiana, since prior
income derivedfrom activities involving the substantial use ok 1960, on the basis ah informal agreement and acquiescence

capitalor labor of others.

4. Minnesota, for the years beginning on and after January 1,

by Wisconsin and Indiana.

(b) “Resident” means a natural person who is domiciled in this (5) Errect oF ReciProcCITY. (a) Personal service income
includedunder reciprocity agreements is taxed by an emplsyee’
(3) WisconsinLaw. (a) Under s. 71.05 (2), Stats., incomestateof residence rather than lap employes’ state of employ
earnedoby a nonresident individual for performing personat sement. Wisconsin will not tax personal service income earned in

vices in Wisconsin shall be excluded fromisfonsin gross Wisconsin by residents of states with whicks@énsin has reei
incometo the extent the individual'state ofesidence imposes anprocity, and those states may not tpgrsonal service income

State.
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which a Wisconsin resident earns in those states, except tamsfrom atax—sheltered annuity are also considered subject to

describedn subs. (6), (7), (8) and (9). the reciprocity exclusion.

(b) For personal service income included undsiprocity (b) To qualify for the reciprocity exclusion, the Minnesota
agreementsan employer need only withhold income taxtiee ~ agreementequires the taxpayer to have a place of abodesa W
stateof residence of an employee. consin,and the taxpayer is required to customarily return to it at

(c) Federal law regulates withholding erages earned by '€@st once a month. _
employee®ngaged in interstate transportation activities. (10) PROCEDUREFOR NONRESIDENTS. (&) Nonresident per

Note:  Additional information on withholding on wages eamed by employe80NS,0ther than residents of Minnesota, employed iscéhsin
engagedn interstate transportation activitiesy be obtained by writing toi#¢on-  andresiding in a state with which i¥¢onsin has reciprocity shall
sin Department of Revenue, Compliance BureaQ. Box 8902, Madison, WI file form W-220 “NonresidenEmpone$ Wthholding Reci
53708. ; s N - >

.. procity Declaration,” with their Wsconsin employers tdoe
(6) PROVISIONS OF AGREEMENT WITH ILLINOIS. () The reci exemptfrom withholding of Wsconsin income taxes. Upon

procity agreement with lllinois is limited to “wages, salaries, €o ceiptof this form, Wsconsin employers may not withhalds-
missions and any other form of remuneration paid to employee \<inincome tax from Wéconsin personal service income of the
for personal services.” Howevéhe agreement doest extend

loyee.
to fees of lawyers, accountants and other self-employed pers%rnn . . .
derngpersonl Senvicacome, o oty wiings, ot per ) PETS0ne Mo ae fesents ol Minescts mplcyecn 1
sonsidenti 1ed In pars. (c) and (d). . . dency,”with their Wisconsin employers to be exempt from with
(b) The lllinois Income ax Act, Article 15, section 1501 (a) y,,4inq of Wisconsin income taxegorm W-222 should be filed
(2ﬂ(1)), (:ﬁﬂnes tae3|dent aéantlndlv_ltdual (i) who |sd|n _thlstﬁtaie fOijlwithin 30 days of beginning employment iridgbnsin, changing
otherthan a temporary or transitory purpose during the taxablg, - o\ employer in Wconsin, or establishing Minnesota Fesi
year; or (ii) who is domiciled in this State but is abseotrithe  jo 00 while Eon){inuing to work in \iconsin. %pon receipt of
Statefor a temporary or transitory purpose during the taxablg,is s “Wwisconsin employers may not withholdisbonsin
year.” Because of the dérences in the definition of resident for; !

inoi aW ) iciled in W - “'income tax from Wsconsin personal service income of the
Irnlgmssin?SItaYrY(Sag?Jrs]ISInb%u;pr?esseijér?t%efrlIIinoi!sCI € Jsx\‘r/ls(r:r(w)?lge employee. To continue the exemption from year to yeanew
don%iciled in IIIinoisybut not be a resident of’IIcI)ﬁ]ois / form W=222 is required to be filed by January 31 of each year
c o A s domiciled in Weonsin and takes & iop | |||: - (c) The reciprocity exclusion does not apply ts¥énsin lot
xample: A person is domiciled in Wtonsin and takes a job in lllinois. Theer . ;
sondoes not intend to give up his or heis@dnsin domicile, but instead intends to tery winnings of nonresident persons. .
returnto Wisconsin once his or her job in lllinois is completed, in 2 to 3 years. (11) PROCEDUREFOR WISCONSIN RESIDENTS. (&) Wsconsin
Assumethat lllinois considers the perserstay in lllinois as othehan temporary or e§identsemployed ira state with which Wconsin has reciprec
itory. Theref h i i f lllinois. Th is al i . w . X "
O Wisconom because he or &he s st domicied maahsin. oo >0 #*=45" shall file form 1-ES, “Visconsin Estimatedak \bucher,
Note: The term “temporary or transitory” as used in the definition of an Illlinoigvith the Wisconsin department of revenue if their out-of-state
residentset forth in sub. (6) (b) is not defined in either lliinois law or regulationssmployersdo not withhold Visconsin income tax from their per
Thereforewhether or not the purpose for which an individual is in, or is absent fro . : : . - :
lllinois is temporary or transitory in character depends upon the facts andcirc&?nal service income and if they will have disignt \Msconsin

stanceof each particular case. tax liability to be required to make payments of estimated tax.

(c) The reciprocity agreement with lllinois does not apply to (b) Wisconsin residents may have their employers cease with
any form of compensation described in .p@) paid on or after holding the otherstates income tax from their personal service
Januaryl, 1974 to any individual who, at the time of payment, iscomeand may claim a refund from that state if income taxes are
simultaneouslya resident of lllinoisind a domiciliary of Wécon-  withheld from their personal service income after thieafve
sin. All income of this person is taxable bysédnsin. However dateof a reciprocity agreement.

a cred'it against Wconsin income tax may be claimed for income (c) Wisconsin residentearning personal service income in
tax paid to lllinois. stateswhere it is taxable by the other state may claim a credit on

(d) Anindividual who is domiciled in lllinois but is not a resi their Wisconsin income tax returns for net income taxes paid to
dentof lllinois is subject to the Wconsin income tax on income thesestates.
earnedn Wisconsin. Note: Refer to's. @ 2.955 for information on the credit for tax paid to other states.

(7) PROVISIONSOF AGREEMENTWITH MICHIGAN. The reciproe (12) DEeLINQUENT TAXES. Reciprocity agreements do not
ity agreement with Michigan is limited to income from “personaffect the withholdingof delinquent Visconsin income taxes,
servicesjncluding salaries, wages or commissions.” The agreigterest,penalties and costs under s. 71.91 (7), Stats.
mentdoes not include income which Michigan considers to beNote: Forms may be obtained from the departmeftevenues web site at

« ; ; ” _ vsgq%[v.revenue.wi.gov.
businessincome,” such as fees of self employed persons such ote: Out-of-state employers of g¢onsin residents wishing to withholdd/

professionals. consin income tax from those employees’ incomes may contiacb¥éin Depart
(8) PROVISIONS OF AGREEMENTS WITH INDIANA AND KEN- ment of Revenue, Compliance Burea®.MBox 8902, Madison, WI 53708.

; : ; ; Note: The State of Maryland enacted an income tax Glw 1, Laws 1992, 1st
TUckY. The I‘eCIpI‘OCIty agreements with Indiana and Kentuc‘%’pec.Sess., on May 1, 1992, which resulted in the termination of reciprocity between

arelimited to wages, salaries and commissions. WisconsinandMaryland, efective for taxable years beginning after December 31,

o 1991. Prior to enactment dflaryland Ch. 1, Laws 1992, 1st Spec. Sesss¢cvisin
(9) PROVISIONSOFAGREEMENTWITH MINNESOTA. (a) The reei racticedreciprocity with Maryland since prido 1960, based on an informal agree

procity agreement With Minnesota is I[miteq to income fI’Orrl‘r p??ﬂentand acquiescence byisonsin and Maryland. Under tpeovisions of prior

sonalservices, including wages, salaries, tips, fees, commissiomstylandlaw and s. 71.05 (2), StataWsconsin resident could exclude from Mary

bonusesor similar earnings, provided the taxpayer persona|!71dtaxation, the income from salaries, wages, and compensation for persenal ser

. - . . cesto the extent lgconsin taxed the income of and accordiadilar treatment to

rendersthe services. The reciprocity exclusion for personal S&faryiandresidents.

viceincome c_ioes not apply where the pe_rsonal or professional seKiote: Section Bx 2.02 interprets ss. 71.05 (2) and 71.64 (8), Stats.

viceincome is earned as a part of a business opevgttte tax " Hisrgolrg:9 10'5 Ri%igtirfﬁprlil 91?78, N(os.)2(6)8( éf5—)117i?£;1 )r (ar)ldl rect R?k%iiyer )
i T i arcn, , NO. y —1-91] am. a) (intro.), 1., a)l.to4., intro.),

payerwhich has employees that do more thidental duties for 267w e cts @™ 6T and 2. and (8), renum. (10) to (13) to be (9)

_the business, or where there is the :mld_ellvery of goods which o(12) and am. (10) (a), (b),XL(a) and (12), RegisteApril, 1993, No. 448¢f.

is more than aimcidental part of the business. A parteesalary 5-1-93.

from a partnership where the selling of goods or services of the

employeess more than incidental is subject to the reciprocity Tax 2.03 Corporation returns. (1) Forms. The depart

exclusion,but the partnership profiese not excluded. Distribu mentshall provide forms for filing franchise or income tax returns
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andcredit claims. Except as provided in ax.09 or as other within this state, whether taxable or not under ch. 71, Stats., are
wise approved by the department, tax returns and codglins requiredto file with the departmenpn federal form W-2 or
shallonly be filed using the forms prescribleg the department. 1099-R,or on Wsconsin form 9b oother forms approved by the
(2) INFORMATION RETURNS. Information returns required of department, a statement of certain payments made within the pre
corporationsare specified in s.ak 2.04. cedlr_lgcalendar yearAs provn_ded in sub. (6), the de_pa(trjnent may
(3) FiLING RETURNS (a) Except as provided in péo) ands. "équire such statement be filed electronicallfFor individuals
Tax 2.67 (2) (b), all forms and information required to be filed ¥h0 are residents of tonsin, the statement shall set forth the
furnishedby corporationshall be filed or furnished by providing salaries, wages, bonuses, commissions, annuities, pensions,
the information requested on the appropriate forms, signing tHgirementpay fees, orother remuneration paid for services
returnsor forms as appropriate and submittthgm by one of the Whethersubject to withholding or not. For individuals wage

following means: nonresidentsthe statement shall include all payments for the per
o - : formanceof personal services in i¥¢onsin, whether subject to
1. Filingthem by the use of electronic means as prescnbed\;@}{hholding or not, except retiremeptan distributions identified

the department. in s. Tax 3.085 as being exempt fromistbnsin income tax. A

2. Mailing them tathe address specified by the department gy ny of federal form 1099 may be filed in lieu ofistfonsin form

the form or in the instructions. o 9b. The following shall also apply with respect to compensation
3. Delivering them to the departmemtto the destination that for services:

the department or the department of administration prescribes. a) All payments which are wages within the definition under

(b) 1. The department may require the franchise or income @1 63 (6), Stats., regardless of amount, shall be reported-on fed
returnof a corporation be filed electronicallyThe department er) form W-2. As provided in sub. (6), the department may
shallprovide notification at least 90 days prior to thee date of yequiresuch form be filed electronically ’

the first franchise or income tax return required to be filed-elec
tronically of the requirement tfile electronically This paragraph
doesnot apply to combined returns subject to the electronic fili
requiremenin s. Tax 2.67 (2) (b).

(b) All payments which are not wages within the definition
rw‘;ders. 71.63 (6), Stats., but from whichidsbnsin income tax
sbeen withheld, shall be reported on federal form W-2 or

h f ve th . 099-R,as appropriate. As provided in sub. (6), the department
2. The secretary of revenue may waive the requirement to yrequire such form be filed electronically

thefranchise or income taveturn of a corporation electronically ¢) Payments of $600 or more whiafe not wages within the

when the secretary determines that the requirement causes an-’ . . . .
unduehardship, if the person does all of the following: deﬁnltlon under s. 71.63 (6), Stats., and franich no Wsconsin

R ts the waiver in writin ing Form EET—102. £l incometax has been withheld, shall be reported ascdhsin
. onaé F'I('aquis SEIeet oﬁ'cePa ok t%\'l;/z %eo st =1€0rm 9b or federal form 1099. As provided in sub. (6), the depart
ronic Filing or =lectront ymen r kequest. mentmay require such form be filed electronicalljowever if
Note: Form EFT-102 should be-mailed to DOR/aiverRequest@reve- h | f h f 2 ired
nue.wi.govfaxed to (608) 267-1030, or addressed to MandafeaNRequest, W-  the paymentvas to an employee for whom a form W-2 is require

consin Department of Revenue, Mail Stop 5-77, PO H949, Madison, WI underpar (a) or (b), the paymentggardless of amount, shall be
53708-8949.Form EFT-102 may be obtained at http://wrewenue.wi.gov/html/  includedon form W-2.
formpub.html,under either “ax Return Information” or “@x Return Guidelines.”

b. Clearly indicates why the requirement causes an un
hardship.
3. In determiningwhether the electronic filing requirement

dge(d) All statements required shall be filed with the department
y JanuanBl. Form WT-7, “Employés Annual Reconciliation

of Wisconsin Income 8x Wthheld From Vdges,” shall accom
pany the statements submitted, if the employer is reqtorbd

causesan undue harfjshlp, the secretaryesenue may consider registeredo withhold Wsconsin income taxes from employees’
the following factors: wages

a. Unusual cwcumstancﬁ&atmay prevent the person from Note: Forms W-2, 1099-R, 9b, and 1099 that are not required to be filed electroni

filing electronically cally may be delivered in person to the Department of Revenue atRif85ck
. ; oad,Madison, Visconsin or mailed to the department. Forms 9b or substitute forms
Imléﬁgple. The person does not haaecess to a computer that is connected to th led on paper may be mailed toistonsin Department of Revenue, PO B982,

. . . _Madison,WI 53708-8932. Other forms may be mailed tis&nsin Department of
b. Any other factor that the secretary determines is pertmen@venuepo Box 8920, Madison, WI 5370%_8920, P

(c) If the returnis a combined return, anficer of the desig  (de) The department may require Form WT-7 be filed-elec
nated agent corporation shall sign the combined return. Signifghically. The department shall provide notification at least 90

areturn includes the process of electronically signing the retutfaysprior to the due date of the first Form WT-7 required to be
Seess. Bx 2.03, 2.60, and 2.67 for additiomales relating to filed electronically of the requirement to file electronically

combinedreturns. «d . .
. ) m) The secretary of revenue may waive the requirement for
Note: Section &x 2.03 interprets ss. 71.24 (1), (1m), &) 71.255 (1) (b) and . _ ;
(7),71.365 (4) and (5), 71.44 (1) (a) and (c) and (im), and 71.80 (18), Stats. & Person tofile Form WT-7 electronically when the secretary
History: 1-2-56; am. RegisteBeptemberL964, No. 105, &110-1-64; am. Reg  determineghat the requirement causes an undue hardship, if the
ister,March, 1966, No. 123, e#4-1-66, am. RegisteFebruary1975, No. 230, &f rson Il of the following:
3-1-75;am. RegisterSeptemberl977, No. 261, &10-1-77;am. RegisterSep Perso does all of the .0 O, g, ) X
tember,1983, No. 333, &10-1-82; am. (1) (a), (c) and (d), renum. (1) () to () and 1. Requests the waiver in writing using Form EFT-102, Elec
(2)to be(1) (g) to (k) and (3) and am. (1) (h) and (k) and (3X1r(f), () to (p) and  tronic Filing or Electronic Payment &iver Request.
(2), RegisterJuly 1987, No. 379, &€f8-1-87; rand recr(1), am. (3), Registedune, . g y . q ;
1990,No. 414, & 7-1-90; r and rect RegisterMay, 1995, No. 473, &f6-1-95; Note: Form EFT-102 should be-mailed to DOWaiverRequest@reve-
CR02-033: r(1) (), renum. (1) (K) to (x) fo be (1) (j) to (), am. (1) (n), (0) and (Sgue.wl.gov,faxed to (6f08) 267-1030, c_)lr addressed to MgndaieeNReqdqest, -
and(4), cr (1) (x) Register October 2002 No. 562, éll~1-02; correction in (1) consin Department of Revenue, Mail Stop 5-77, PO H949, Madison, WI
(intro.) made under s13.93 (2m) (b) 7., Stats., Register June 2006 No. 606; CR3708-8949.Form EF_T—qu may be obtained at l?’ttp./“/wmenue.m..gov_/htmly{
10-095r. and recr(1), (3), r (4) Register November 2010 No. 659, &2-1-10. ormpub.html,under either “&x Return Information” or “@x Return Guidelines.

) 2. Clearly indicates why the requirement causes an undue
Tax 2.04 Information returns and wage statements. hardship.

(1) DE“F'N'T'ONS' In this selzctjon: o (ds) In determining whether the electronic filing requirement
(a) “Pass-through entity” has the meaning given in s. 71.7¢ausesan undue hardship, the secretaryesfenue may consider

(1) (b), Stats. o ~ thefollowing factors:
_ (b) “Person” means an individuatust, estate, partnership, 1. Unusual circumstances that may prevent the person from
limited liability company association or corporation. filing electronically

(2) COMPENSATIONFOR SERVICES. Under ss. 71'6_5 (2)' 71',7:!'_ Example: The person does not haaecess to a computer that is connected to the
(2), 71.72 and 71.80 (20), Stats., all persons carrying on activitie@rnet.
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2. Any other factor that the secretary determines is pertinesecretarydetermines that the requirement causes an undue hard

(e) Sections 71.65 (5) and 71.7&, Stats., permit a thirty—day ship, if the payer does all of the following:
extensionof time to file the statements described in this subsec 1. Requests the waiver in writing at least 30 days before the
tion. A written request may be mailed or faxed to the departmehie date for filing the wage statements or information returns
andto be efective shall be postmarked or faxed on or befbee using Form EFT-102, Electronic Filingr Electronic Payment
duedate of the statements. Waiver Request.

Note: Written requests for extensions may be mailed isc@nsin Department of Note: Form EFT-102 should be-mailed to DOWaiverRequest@reve-
RevenueMail Stop 5-77, PO Box 8902, Madison, WI 53708-8902 or fax¢é8)  nue.wi.gov,faxed to (608) 267-1030, or addressed to Mandaiee/Request, W-
264-6884. consin Department of Revenue, Mail Stop 5-77, PO HB®949, Madison, WI

53708-8949.Form EFT-102 may be obtained at http://wwewenue.wi.gov/html/
(3) RENTS AND ROYALTIES. Under ss. 71.70 and 71.80 (20)formpub.html,under either “@&x Return Information” or “@x Return Guidelines.”

Stats. except as provided in pgd), all persons making payments Clearly indicates why the requirement causes an undue
of rents and royalties of $600 or more to individuals who are re%hrdéhip

dentsof Wisconsin, regardless of where the property is located, L . .

andto nonresident individuals if the property is located isdth- (d) In determining whether the electronic filing requirement
sin, shall file with the department, on form 9b or an approved suuSesan undue hardship, the secretaryesfenue may consider
stituteform, a statemerdf payments made in the preceding calerin€ following factors:

dar year As provided in sub. (6), the department may require such 1. Unusual circumstances that may prevent the payer from fil
statemenbe filed electronically The following shall also apply ing electronically

with respect to rents and royalties: Example: The payer doesot have access to a computer that is connected to the
(a) A copy of federal form 1099-MISC may be filed in liglu '"e™et o .
Wisconsinform 9b. 2. Any other factor that the secretary determines is pertinent.

(b) Corporations shaflle the statement with the department (7) COMBINED FILING PROGRAM. Payers whearticipate in the

by March 15and payers other than corporations shall file by Apfiombinedfederal/state filing program with the internal revenue
15. serviceand report to the internal revenue service items wdrieh

Note: Forms not required to be filedectronically may be delivered in person to requiredto be filed on Wsconsin form 9b or a substitute form, are

the Department of Revenue 2135 Rimrock Road, Madison,i¥¢onsin or mailed not required to file separaiaformation returns for those items
to Wisconsin Department of Revenue, PO Box 8932, Madison, WI 53708-8932ith the department of revenue.

(c) No extension of time for filing forms 9b or substitute forms Note: Under the combined federal/state filing program, the internal revenue ser
to report payments of rents or royalties may be allowed. vice will forward information from the information returts the department of reve
n

. . . e.

(d) The requirement to file form 9ir a substitute form does gy F\ ¢ oTrONICFILING REQUIREMENTFORTAXES WITHHELD BY
notapply to persons other than corporations who do not deduct th S-THROUGHENTITIES. (@) Except as provided ar (b), the
paymentsin determining isconsin taxable income. departmenimay require a pass-through entity to electronically

(4) GAMBLING WINNINGS. (@) Under s. 71.67 (4) (c), Stats., thefile its return for nonresident withholding taxes under s. 71.775,
administratorof the gaming commissionlottery division shall Stats.
file with the department a statement of winnings for each lottery (b) The secretary of revenue may waive the requirement to
prize of $2,000 or more paid in the preceding calendar year g|ectronicallyfile the return under pata) when thesecretary

(b) Under s. 71.67 (5) (d), Stats., all persons licensed te spaetermineghat the requirement causes an undue hardship, if the
sorand manage races under s. 562.05 (1) (b) or (c), Stats., shallfiles—through entity does all of the following:

with the department a statement of winnings for gt mutuel 1. Requests the waiver in writing using Form EFT-102, Elec
wagerpayment of more than $1,0Q@id in the preceding calen yqnic Filing or Electronic Payment siver Request.
daryear Note: Form EFT-102 should be-mailed to DORVaiverRequest@reve-

(c) The winnings required to be reported in pars. (a) and -wi-gov,fwt(ed t? (6f08R) 267-103'\0/i er astidressse;i;oPMgndaiegNF’\%Aeqdqest, WV-VI
_ nsin Department o evenue, Mal op o—//, EB949, adison,
shallbe reported on federal form W-2G or on an approved sub 708-8949.Form EFT-102 may be obtained at http://wvewenue.wi.gov/html/

tuteform. As provided in sub. (6), the department may requif@mpub.html,under either “&x Return Information” or “ax Return Guidelines.”

suchform be filed electronically 2. Clearly indicates why the requirement causes an undue
(d) The statementequired in pars. (a) and (b) shall be filechardship.
by January 31. (c) In determining whether the electronic filing requirement

Note: FormsW-2G or substitute forms not required to be filed electronically may 4 sesan undue hardship, the secretaryesfenue may consider
bedelivered in person to the Department of Revenue at 2135 Rimrock Road, Magl . . !
e following factors:

son,Wisconsinor mailed to Visconsin Department of Revenue, PO Box 8920, Mad
son, Wi 53708-8920. 1. Unusual circumstances that may prevenptes—through
(e) No extension of time for filing forms W-2G or substituteentity from filing electronically

fOfmStO_fePort payments of lottery prize winningspari-mutuel Example: The pass—through entity does not have accessdmputer that is cen
wagerwinnings may be allowed. nectedto the Internet.

(5) DISALLOWANCE OF DEDUCTIONS. Items tobe reported on 2. Any other factor that the secretary determines is pertinent.

formsW-2, 1099-R, 9b or substitute forms may be disallowed ag\ote: The requirement to file consin wage statemengsinformation returns
; ! g]ectronically for persons required to file 50 or more wage statements or 50 or more

deductionsrom gross income if not properly reported. of any one type of informatioreturn with the department ifettive January 1, 2010,
(6) ELECTRONICFILING REQUIREMENT. (&) Under s. 71.80 (20), asa result of the repeal and recreation of s. 71.80 (20), Stats., by\A280Aact 28.

Stats.,if a person is required to file 50 or more wage statementg\ote: The requirement of payers to report lottery prize winnings and pari-mutuel
- wagerwinnings to the department idesttive with winnings received by a payee on

or 50 or more of anyne type of information return with the or after AugustL2, 1993, as a result of the creation of s. 71.67 (4) (c) and (5) (d), Stats.,
departmentthe person shafile the statements or the returns elecby 1993 Ws. Act 16. _
tronica”y, by means prescribed by the department. Note: Section Bx 2.04 interprets ss. 71.26 (3) (e), 71.63 (3m), 71.65 (2), 71.67
" ; i . (4)and (5), 71.70, 71.71 (2), 71.72, 71.738 (2), 71.74 (4) and 71.80 (20), Stats.

(b) If a payer participates in the combined fedgral/state flllngistory; 1-2-56; am. RegisteBeptember964, No. 105, éf10-1-64, am. Reg

program for forms 1099, the department shall waive the requnr?ferioFeiJrL;e?lrle?i)N&.) 288, édeZé—ZTS); %m. Rtegrgteﬁeptgm'féeégﬂgwr\ll %%3 ngl,
1 H 5 . —1-//7;am. , , an , , Registgroeptembe! , NO. ,
ment to _flle those form$099 or comparable information r(:"tl'“’ﬂﬁo—l—%; rand recrRegisterJune, 1990, No. 414 fe7-1-90;r. and recr, Register
electronically. Ma¥,(%j99)5, r\:jo(.d4;3, %f?—)lf—gS; emay. am. (1) and (2) (d)(, .<);¢1) ée? )a(”éi ((b))'((?
f : (glg),(dm) and (ds) and (8),fefl2-28-05; CR 06—001: am. (1) and (2) (d)(&) (a

(c) The secretary .Of reven.ue may waive the re,qu"ement to g?% (b), (2) (de), (dm) and (ds) and (8), Register June 2006 No. 606;1ef06;CR

wage statements or information returns electronically wtien 10-095:am. (2) (intro.), (a) to (de), (dm) (intro.), 1., (@)ro.), 1., (€), (3) (intro.),
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(b), (4) (), (d), (8) (), (b) (intro.), 1., (c) (intro.), 1.and recr(6) Register November (f) Annually produce a report summarizing the level of partici
2010No. 659, &fi 12-1-10. pationin and level obenefits provided by the earned income tax
credit program.

(g) Work with other state agencies, public utilities, and other
@rganization&o distribute information about the federal angW

Tax 2.05 Transfers of capital stock, information
return. (1) All corporationsdoing business within this state,
whethersubject to the franchise or income tax or not, shall fi E hsinearned income tax credit proarams
with the department of revenue onbefore March 15 of each year Not(IE' The federelil earned inco):ne tax (I:re%it grovided.under section 32 of the Inter
reportsof transfers of capitadtock, including disposals, by iRdi 5 Revenue Code, @vailable to eligible individuals and married couples filing a

viduals who were residents of tonsin during the precedingjoint income tax return, who have at least one qualifying diilty with them. The
calendaryear federalcredit consists of three parts, as follows:

(2) Transfers of capital stock shale reported on \Wconsin A basic credit, computed based on the amount of adjusted gross income or earned
income,and whether the individual or couple had one qualifying child or two or more

form 8 or on other substitute forms approved by the departmefhiifying children.
andshall be mailed to the Mtonsin Department of RevenueDP A health insurance credit, computed based oarteunt of adjusted gross income

Box 8908, Madison, WI 53708. or earned income, and the amount paid for health insurance that covered at least one
Note: Forms may be obtained from the departmetevenues web site at qualifying child.

www.revenue.wi.gov. . An extra credit for a child born during the taxable yemmputed based on
Note: Section &x 2.05 interprets s. 71.69, Stats. adjustedgross income or earned income.

History: 1-2-56; am. RegisteBeptemberl964, No. 105, &f10-1-64; am. Reg Note: The Wisconsin earnethcome tax credit is available under s. 71.07 (9e),
ister,March, 1966, No. 123, f4-1-66, am. RegisteFebruary1975, No. 230, &f  Stats. to full-year Wsconsin residents who are eligible to claim the fedeaahed
3-1-75;am. RegisterSeptemberl983, No. 333, &/10-1-83; am. Registeduly,  income tax credit. The W8tonsin credit is computed as a percentage of the federal
1987, No. 379, eff 8-1-87; r and recr Register February 1990, No. 410, &  basiccredit, dependent upon whethke individual or couple have one qualifying
3-1-90. child, two qualifying children, or three or more qualifying children.

Note: Section ax 2.07 interprets ss. 71.07 (9e) and 73.03 (48), Stats.

Tax 2.07 Earned income tax credit. (1) CRITERIA FOR History: Cr. RegisterNovember1993, No. 455, f12-1-93.
PROVIDING INFORMATION. The department has establishedftte
lowing criteria regarding the dissemination of information to the Tax 2.08 Returns of persons other than corpora -
public concerning the federal andis®onsin earned income taxtions. (1) Forms. Thedepartment shall providefafial forms

credits: for filing income tax returns and credit claims. Except as provided
(a) Disseminaténformation to potential claimants in the mosin S- x 2.09 or otherwise approved by the department, tax returns
cost—effectivemanner possible. andcredit claims may only be filed using thes&aidl forms.

(b) Disseminate information to the public through multiple (2) INFORMATION RETURNS. Information returns required of
channelgto increase therobability that potential claimants will Personsother than corporations are specified inax 2.04.
becomeaware of the earned income tax credits. (3) FiLING RETURNS. (&) All forms and information required

(c) Utilize volunteer taxpreparers and community—based© be filed or furnishedby persons other than corporations shall be
organizationghat have personal contact with potential claimant8led or furnished by providing the information requested on the
to provide earned income tax credit information and assistanc@@propriateforms, signing the returns or forms as appropriate and

(d) Clarify the relationship between federal anistinsin Submittingthem by one of the following means:
earnedncome tax credits and coordinate outreaétrisfwith the 1. Mailing them tathe address specified by the department on
internalrevenue service, or “IRS.” theform or in the instructions.

(e) Provide sufcient information to allow potential claimants 2. Delivering them to the departmaemtto the destination that
to self-evaluate their eligibility for the earned income tax credit#)e department or the department of administration prescribes.

(f) Provide convenient ways for potential claimants to obtain 3. Filing them by the use of electronic means as prescribed by
additionalinformation, assistance and forms. the department.

Note: The destination for delivering forms that the department or the department
(2) METHODS OF _PROVl_DlNG INFOR_MATION. Met_hOdS the of administration prescribes and ttype of electronic means the department pre
_departmenUses to d_ISSGmI_nainOTmat!On to the public CONCern scribesfor filing forms shall be stated on the forms or in the instructions, on the
ing the federal and Wconsin earned income tax credits includgepartmentsnternet web site at wwyevenue.wi.gowr in the departmerstquar
thefollowing: terly newsletter titled “Wsconsin Bx Bulletin” or other written material.
(a) Produce an informational flyedistribute copies through (b) Except as provided in pars. (c) and (d), the department may

appropriateorganizations having regular contact with potentijgqUIrea tax return preparer or tax preparation firm frapared

earnedncome tax credit claimants throughout the state, and hd(§ tréshold numbeas described in subds. 1. to 3., asténsin
individual incometax returns for the prior taxable yeto file

additionalcopies available for distribution upon request. T ;
) ) ) o individual income tax returns preparbg that tax return preparer
Example: Copies of the informational flyer may be distributed to members of tr&, tax preparation firm eIectronicaII)The department shall notify

Wisconsinlegislature or to various sitesich as municipal buildings, community : N
agenciesor job service centers. tax return preparers and tax preparation firms by October 1 of any

(b) In conjunctionwith the IRS, when training volunteers whoyearof the requiremerto file electronically The requirement to
providefreetax—filing assistance throughoutistonsin, include file returns electronically shall befegtive beginning January
training to identify potential earned incontax credit claimants of the year following notification. The threshold number of
andto assist thenin claiming both the federal andis¥onsin returnsprepared in the prior taxable year is as follows:
credits. 1. For taxable year 2002, 200 or more returns.

(c) Highlight the Wsconsin earned income tax credit in the 2. For taxable years 2003 through 2009, 100 or more returns.
Wisconsinindividual income tax and homestead credit booklets. 3 Eor taxable year 2010 and thereaf6& or more returns.

(d) Mail camera-ready copies of earmiedome tax credit  (¢) paragraplfb) does not apply to a return on which the tax

informationalflyers to lage Wsconsinemployers, and request yayerhas indicated that the taxpayer did not want the return filed
themto make and distribute copies of the fly@their employees by electronic means.

asappropriate. . . .
; . e - (ce) Except as provided in pdd), the department may require
b (ﬁ)hw]?rlé W'tlh th(? IRS |n_pr0V|d|ndg joint &rts to p‘ébl'c'ze acomposite individuaincome tax return filed by a pass—-through
oththe federal an Wconsm earned income tax credits. ¢ tity on behalf of its nonresideptrtners, members, sharehold
Note: For the 1993 tax—filing season, the department and the IRS jointly utiliz s,0r beneficiaries be filed electronicallfhe department shall

the IRS toll-free telephone information line, to provide callers vinflormation . -va A .
aboutboth the federal and idtonsin earned income tax credits. providenatification at least 90 days prior to the due date of the first
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compositeéincome tax return required to bled electronically of Tax 2.09 Reproduction of franchise or income tax
therequirement to file electronically forms. (1) GENERAL. Subject to the provisions of this section,

requirethe income tax return or request for a closing certificate B filed with thedepartment may be reproduced and the reproduc
atrust or estate be filed electronicallyhe department shaito- ~ tions may be filed in lieu of the correspondingaidl forms. Any
vide notification at least 90 days prior to thee date of the first réproductionwhich varies from the 6€ial version in any particu
incometax return or closing certificate required to be filed eled@r way, exceps authorized in this section, shall be submitted to
tronically of the requirement to file electronically tht_edt;:partment fgr atpprov?ll_ bﬁf_ore it |shufed. Th‘i qllePf?ltr)tl'""W‘t
o . _rejectany reproduction which is in whole or jrart illegible or

cs) Except as provided in pgd), the department may require, -~ -
the(inc)ome taF\)x retSrn ofa par?rffer)ship be fFi)Ied electron?::éllge whichis of a format that has not bgen applfqvec_i by the department.
departmenshall provide notificatiorat least 90 days prior to the ~ (2) SPECIFICATIONS. The following specifications shall apply:
duedate of the first income tax return required to be filed electron (&) Printing of reproductions shall be by conventional printing
ically of the requirement to file electronically processesphotocopying, computer graphics or similar repreduc

(d) The secretary of revenue may waive the requirement to |87 Processes and shall duplicate fiivet sizes, graphics and for
electronicallywhen thesecretary determines that the requiremeiat of theofficial form. Reproductions may be printed on one
causesn undue hardship, if the person otherwise required to fﬁgjeor both S'deS,Of the paper
electronicallydoes all of the following: (b) Reproductions of opticalharacter reader-scannable, or
CR-scannablelocuments shall bear an OCR-scannable line as
tronic Filing or Electronic Payment sier Request rescribedor the specific document type. Photocopies of OCR-

Note: Form EFT-102 should be-mailed to DOWaiverRequest@reve- scannabldorms may r_]Ot be filed. .
nue.wi.gov;axed to (608) 267-1030, or addressed to MandafeaRequest, W- (c) The reproductions shall be on paper of substantially the

consin Department of Revenue, Maﬁtop_ 5-77, PO Box 8949, Madison wi Sameweightand texture, and of qua||ty at least as good as that
53708-8949.Form EFT-102 may be obtained at http://wvewenue.wi.gov/html/ usedin the oficial forms

formpub.html,under either “&x Return Information” or “@x Return Guidelines.” - . .

2. Clearly indicates why the requirement causes an unduei(d) In the reproduction of tax forms,fiofal forms printedon
hardship. coloredpaper may be reproduced on white papad black ink
mPy be substituted for colored ink.

e) In determining whether the electronic means requiremen . ; . .
caLSsZesan undue har%ship the secretaryesfenue may cgnsider (€) The size of the reproduction, baih to dimensions of the
’ paperand image reproduced on it, shall beshme as that of the

the following factors: official form, except that full-page fiial forms which are other
1. Unusual circumstances that may prevent the person frgiing1, inches by 1 inches irsize may be reproduced o¥b8nch
filing electronically by 11 inch paper

Example: The person does not haaecess to a computer that is connected to the (f) Except for returns executed by fiduciaries as provided
Internet. . h . .
2 Anv other factor that the secretary determines is pertines b.(3) or returns filed electronicallwll signatures required on
" y ) ) : y . ISP turnswhich are filed with the department shall beginal,
Note: Forms not required to be filedlectronically may be delivered in person to ffixed sub h d :
the Department of Revenue 2135 Rimrock Road, Madison, isttonsin or mailed ~ &1X€d SU sequent to t € repro uctlo_n prQCeSS-
to the address specified on the form or in the instructions. (3) Fibuciaries. A fiduciary or the fiduciang agent may use

Note: SectionTax 2.08 interprets ss. 71.01 (5g), 71.03 (2), 71.20 (1), 71.55 (3) agdacsimile signature in filing a tax return on form 2, subject to the
71.80(18), Stats. '

History: 1-2-56; am. RegisteFebruary1958, No. 26, éf3-1-58; am. Register fOllOWIng conditions:
February,1960, No. 50, éf3-1-60; am. RegisteGeptemberl964, No. 105, &f (a) Each group of returns forwardemlthe department shall be

10-1-64r. and rect RegisterMarch, 1966, No. 123,fei—1-66; am. RegisteFeb : H : :

ruary, 1075, No. 230, 613-1-75, am. (1), RegisieNovember 1977, No. 263, & accompaniedy a letter signed by the person authorized to sign
12-1-77am. (3), RegisteFebruary1978, No. 266, &f3-1-78; am. (1) (a) and (b), thereturns declaring, under penalties of perjtimat the facsimile

82)I anl% 5(33;) ’(leHU3n71§(lé)fE(30)la%d7 (d) todbe (l() 1()k) and(g; E(l_ntti ar)m;()g'()cg t)ot(l)& F)ielglst(er sighatureappearing on the returnsti®e signature adopted by the
uly, , NO. ) —1—o/; ranarecr , am. Intro.),. a) 10 (C), regis H ] H H

ter, June, 1990No. 414, eff 7-1-90; r and recrRegisterMay, 1995, No. 473, &f personto sign the returns filed artat the signature wasfiakd

6-1-95; CR 01-143: am. (1) (a) 2., 3. and (b) 3., renum. (1) (a) 4. to 15., 17. to 20.fhe returndy the person or at the persodirection. The letter

1. Requests the waiver in writing using Form EFT-102, Ele

21.,and 22. t0 28,, (b) 5., 6. and (3) to be (1) (a) 5., 6., 9. to 18323, 24., and  ghallalso list each return by name and identifying number
26.t0 32, (b) 7., 8. and (3) (a) (intro.) and am. (1) (a) 6., 15. and 18,, (b) 7., and (3) b) A sianed copv of the letter shall be retained by the person
() (intro.), cr (1) (a) 4., 7., 8., 23., 25., (b) 5. and 6., (3) (a) 1. to 3. and (b) to (e), r_ (b) g py c | by p
(1) (a) 16. Register July 2002 No. 55, 8+1-02; CR 10-095: and recr(1), am.  filing the returns and shall be available fospection by the
S) (b) (li)ntlrQOd)l’Ozf\’l (Sgség) gfnir;)l 110 (e) 1.,.¢B) (b)3., (ce), (cm), (cs) Register department.
ovempe 0. , €l —1-10.
(c) If returns are reproduced by photocopying or similar repro

Tax 2.085 Claim for refund on behalf of a deceased ductive methods, the facsimilsignature shall be fafed subse

taxpayer. (1) If a refund of Wsconsinincome taxes is due a quNeo?et't(\)/\/:irt]tgnrreecF;:ggsufg[rlgpr)]prrc))(/(;lcoefssﬁl.astitute forms should be mailedsto W
decea_sedlaxpayer _and if theefund exceeds $100, the Clalmangonsinbepanmenof Revenue, Processing Forms Approval.mBox 8903, Madi
shall file, with the income tax return, a completed form 1-804son,wI 53708-8903.

entitled“Claim for Decedens Wisconsin Income dx Refund”. (1)’%0;6:5 tSt:ction Bx 2.09 interprets ss. 71.03 (6) (a), 71.20 (1), 71.24 (1) and 71.44
. . . a), ats.
(2) Form -804 does not haveo be filed if the refund is Wistory: 1-2-56; am. RegisteFebruary1958, No. 26, &f3-1-58; am. Register

claimedon a joint Wisconsin income tax return of the surViVingFebruary,lQ?O), N%.S% )ef. 3-1-60; am. (2), RegisteMar?hé 1966, No. 1(23,9;
i it G 4-1-66am. (5) and ci(6), RegisterAugust, 1974, No. 224,feB-1-74; am. (intro.),
spouseand the decedent. The surviving spasisall write “filing 5" 5% ¥ B A7 it ember 1977, No. 263, 6f12-1-77- am. (3).
assurviving spouse” in the signatuaeea of the return. If some RegisterSeptember1983, No. 333, &110-1-83; correction in (5) made under s.
oneother than the surviving spouse is the personal representati¥e€)3(2m) (b) 4., Stats., Registeluly 1987, No. 379r. andrecr Register May,

the personal representative shall also sign the joint return 1?%“‘{' 485.eff. 6-1-96: CR 10-095: am. (1) Register November 2010 No. 659,
: efr. —1-10.

(3) Formsrequired to be filed under sub. @)all be mailed
to the Wisconsin Department of Revenue)PBox 59, Madison, Tax 2.10 Copies of federal returns, statements,
WI 53785. schedules, documents, etc. to be filed with W isconsin

Note: Section Eix 2.085 interprets s. 71.75 (10), Stats. returns. (1) INDIVIDUALS AND FIDUCIARIES. At the time of filing
NOHi:rtr?&irlg;gReh?ésl%gCg%r 1197768, '\é?n 2(52? gfelégtle—sé‘%tgmbégéggg’\i%er Wisconsinincome tax returns by individuand fiduciaries, a

Vi s , . , -1-78; . y I , 3 .
333, eff. 10-1-83; renum. (2) to be (3), €2), RegisterFebruary1990, No. 410, &f completecppy Of_the federal income tax return the same tax
3-1-90. able year including all schedules, statements, documents and
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computationsvhich afect the computation of &onsin income, (b) Exceptas provided in sub. (5), the department may give
credits or penalties, shall be included and filed with tigc@hsin  noticeto the taxpayer of assessment or refund within 90 days of
return. Copies of the short form federal returns 1040A anthe date the department receives the taxgayeport offederal
1040EZare not required to be filed if ai¥¢onsin form 1A or adjustment®r amended return describedoar (a). The 90-day
WI-Z is being filed for the same taxable yeHrthe federal form limitation does not apply to instancesere the taxpayer files an
is filed electronically a copy of the electronic material as €onincorrectfranchise or incoméax return or recycling surchoge
tainedin replicas of the ditial forms or on forms designated byreturnwith intent to defeat or evade the franchise or inctare
the electronic filer shall be included and filedth the Wisconsin ~ or temporary recycling surchge assessment.
return. (4) TAXPAYER REQUIREDTO REPORT. (@) Federal adjustments.
(2) PARTNERSHIPSAND LIMITED LIABILITY COMPANIESTREATED If the federal net income tax payable, a credit claimed or carried
AS PARTNERSHIPS. (a) Except as provided in pdb), at the time forward, a net operating loss carried forward or a capitaldass
of filing Wisconsin income taseturns by partnerships and limitedried forward on a taxpay&s federal tax return is adjusted e
liability companies treated as partnerships under s. 71.20 {mjgrnalrevenue service in a way whiclieatts the amount of &+
Stats.,a complete copy of the federal income tax return for te@nsin net franchise or income tax or recycling sugghpayable,
sametaxable yearincluding all schedules, statements, documentide amount of a Mconsin credit or a Wconsin net operating
and computations which #dct the computation of Wtonsin loss,net business loss capital loss carried forward, the taxpayer
income,deductions and credits, shall be included and filed wighall report the adjustments to the department within 90 afftes
the Wisconsin return. If the federfdrm is filed electronicallya  theybecome final. If such adjustments relate to incoeredits
copy of theelectronic material as contained in replicas of tfie of claimedor carried forward, net business losses orbusiness
cial forms oron forms designated by the electronic filer shall b@ssescarried forward, capital losses or capital losses carried for
included and filed with the Wconsin return. ward, or any other item that is required to be included in a-com
(b) Copies of the federathedules K-1 are not required to pdinedreport under s. 71.255 (1) (b), Stats., the designated agent
filed for those partners or members for whomiadahsin sched ©f the combined group shall report such adjustments. The follow
ule 3K-1 is being filed fothe same taxable yeaA Wisconsin " shall also apply with respect to federal adjustments:

schedule 3K-1 shall be fileéd lieu of federal schedule K-1 for 1. ‘Finality of federal adjustments.” For tperpose of deter
apartner or member if any of the following applies: mining when the federal adjustments become finalfaHewing

1. The computation of the Ktonsin income or deductions Shallbe deemed a final determination: _
differs from the federal amount. a. Payment of any additional tax, not the subjéiny other

2. Thepartner or member is a nonresident dsttnsin or final determination described in subt_i 1. b.,. c.,d. ore.
part-yearresident of Visconsinand the partnership or limited =~ 0. An agreement entered into with the internal revenue ser
liability company has activities within and withoutsabnsin. ~ Vice waiving restrictions on the assessment and collection of a

; - P deficiencyand accepting an overassessment. Federal form 870
3. The partnership or limited liabilitypompany calculates any ., . e ; ! ’
Wisconsinincome tax credits. Waiver of Restrictions on Assessment and Collectio®efi-

Note: Section ax 2.10 interprets ss. 71.03 (5) and 71.20 (1), Stats. ciencyin Ta?( and Ac_ce_ptance of Overassessment,” OI‘_ 870-AD,

History: Registey Decembeel%s, No. 120(’ Lfl_l_%; a(m) Registedune, Offer to Waive Restrictions on Assessment and Collectioraaf T
1990,No. 414, eff 7-1-90; rand recrRegisterMay, 1995, No. 473, éf6-1-95.  Deficiency and to Accept Overassessment,” are the forms pre

scribedfor this purpose.

Tax 2.105 Notice by taxpayer of federal audit adjust - c. Expiration of the 90—-day time period, or the 150-day
ments and amended returns. (1) Purpose. This section periodin the case of a notice addressed to a person outside the
clarifies the time periods for a taxpayer to report federal audihited States, withirwhich a petition for redetermination may be
adjustmentsnd federal and other state amended returns i®r Wiiled with the United Statex court with respect to a statutory
consinfranchise or income tax amecycling surchare purposes, notice of deficiency issued by the internal revenue service, if a
and the result if a taxpayer fails to report the adjustments petitionis not filed with that court within that time.

amendedeturns. d. A closing agreement entered into with the internal revenue
(2) DeriniTioN. In this sectionjtaxpayer” includes individu  serviceunder section 7121 of the Internal Revenue Code.

als, estates, trusts, partnerships, limited liability companies and . A decision by the United States tax court or a judgment,
corporations.For combined groups, “taxpayer” includes the-degjecreeor other order by a court of competent jurisdictigrich
ignatedagent of a combined group under s. 71.255 (1) (a), Stagasbecome final, or the date the court approves a voluntary-agree
if any member of the combined group was the subject of a fedefint stipulating disposition of the case. A court of competent
auditadjustment or amended return. jurisdiction includes a United States district court, a court of
(3) GENERAL. (a) Under ss. 71.76 and 77.96 (4), Stats.,-a taxppealsa court of claims or the United States supreme court.

payermeeting the conditions described in sub.stgll report to f. For combined groups, the “finality of federal adjustments”
the department changes or corrections made to a tax return byj#getermined on the basis of that particular combined group mem
internal revenue service, or file witthe department amendedberthe adjustments of which ultimatedffect the amount of -
Wisconsinfranchiseor income tax returns or amended recyclingonsinnet franchise or income tax or recycling surgegrayable,
surcharge returns reporting any information contained inhe amount of a Wéconsin credit, credit carryforward, net busi
amendedeturns filed with the internal revenue service, or withessloss, netbusiness loss carryforward, capital loss or capital
anotherstate if there has beaiiowed a credit againsti®¢onsin  |osscarried forward of the combined group to which that member
taxesfor taxes paid to that state. If such changes, correctionspefongs.

amended returns relate to income, creclésmedor carried for Note: Decisions of the U.S. tax court and other courts ordinarily become final as
ward, net busines®sses or net business losses carried forwarfdllows:

capitallosses or capital losses carried forward, or any atser a. If no appeal is made of a U.S. tax court decision, it becbnasipon expiration
thti equied e Incudd ina combined report under s 71288 e Y S TegSntt i 00 Mrapegite s
(2) (b), Stats., the designated agent of the combined group s &ﬁ%of the Internal Revenue Code become final 90 days after they are entered.
report such changes or corrections or file amended combineg, appealed decisions of the U.S. tax court become final as set forth in section

returns. 74810f the Internal Revenue Code.
Note: See s. @x 2.65for additional rules relating to the designated agent of a com c. A decision of a U.S. district court normally becomes final if not appealed to the
binedgroup. U.S. court of appeals within 60 days of the judgment, decree or.order
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d. A decision of the U.S. court of claims or the U.S. court of appeals normafsssessmerib either the corporation whose income was adjusted

becomesdfinal unless an appeal or a petition for certiorari is filed with the U. : ;
supremecourt within 90 days of the judgment or decres. Sor federal purposes or to the designated agent of the combined

e. A decision of the U.S. supreme court is normally final upon the expiration g*rOUp’or both. . N ’
aperiod of 25 days from the datee decision is rendered, if a motion for reconsidera Note: See s. ax 2.67 (4) for rules relating to the statute of limitations as applied
tion or rehearing is not filed within that time. to combined returns.

2. ‘Information to report to department.” The taxpagieall ~ (b) Refunds.Unders. 71.75 (2), Stats., the department may
submitto the department a copy tfe final federal audit report issuea refund if an amended return is filed within 4 years of the
issuedby the internal revenue service together with any ather unextendediate the original \lconsin franchise or income tax
umentsor schedules necessary to inform the department of tigdurnwas due.
adjustmentsas finally determined. The report shall be included (c) Exceptions.1. An assessment may be méaer than the
with anamended Wgconsin return if a \lgconsin refund is being 4-and 6-year periodsrovided in par(a) if notice of the assess
claimedand may be, but is not required to beluded with an mentis given to the taxpayer withB0O days of the date the depart
amendedeturn if additionalMisconsin tax or recycling surclggr ment receives a timely report of federal adjustments or an
is due or if there is no change in tax or recycling sugshar amendedMisconsin return. Howevgthe assessment maalier

3. ‘Agreement with adjustments.” A taxpayer shall bé&he expiration of the 4-and 6-year periods shall only relate to
deemedto concede the accuracy of the federal adjustments fopsefederal adjustments or the changes on the amendbiy
Wisconsinfranchiseor income tax or recycling surclyar pur ~ Sinreturn.
posesunless a statement is included with the report to the depart 2. If a taxpayer reports federal adjustments to the department
mentstating why the taxpayer believes tidjustments are incor after the expiration of the 4-year period for filing an amended
rect. Wisconsinreturn as described in péb), a refund based upon fed

(b) Amendedeturns. If a taxpayer files an amended federafral adjustments reducing the taxpdgefederal taxiability,
tax return and the changes on the amended federal tax réaen afvhich are applicable to the taxpajeisconsintax or recycling
the amount of Visconsin net franchise or incorte or recycling surchargeiability, may still be made if notice of the refund is
surchargepayable, the amounf a Wsconsin credit or a Wcon-  givento the taxpayer within 90 days of the date the department
sin net operating loss, net business loss or capital loss carried fgeeiveda timely report of the federal adjustments.
ward, the taxpayer shall file with the department an amended W 3. The 90-day period for the departmerfiving notice of an
consinreturn reflecting the same changes. A taxpayer filing assessmerr issuing a refund may lextended if a written agree
amendedeturn with another state shall file an amendéscdh- mentis entered into by the department andtthgpayer prior to
sinreturn if a credit has been allowed againgdahsin taxes for the expiration of the 90 days.
taxespaid to that state and if the changdsafthe amount of \§- 4. If federal adjustments or changes on an amended return
consinnet franchise or income tax or recycling surgkgrayable, filed with the internal revenue service or another state pertain to
the amount of a Wéconsin credit or a Wconsin net operating ayear which has been previousigid audited by the department
loss, net business loss or capital loss carried forward. If thedthe field audit has been finalized, an assessment or refund nev
changesdescribedin this paragraph relate to income, creditgrthelessnay be made. Howeyehe assessment or refund shall
claimedor carried forward, net business losses orbusiness only relateto those federal adjustments or the changes on the
lossescarried forward, capital losses or capital losses carried feimendedeturn. Notice of the assessment or refund shall be given
ward, or any other item that is required to be included in a-corto the taxpayer within 90 days of the date the department received
binedreport under s. 71.255 (1) (b), Stats., the designated agéet reporiof federal adjustments or an amendeiddahsin return
of the combined group shdile an amended combined return.from the taxpayer
Theamended Wgconsin return shall be filed withB0 days after  examples: 1) Federal adjustments were made to an indivigu£189 calendar—

the date the amended return is filed with the internal revenue sgrarbasis federal income tax return; the adjustments became final on June 1, 1994.
vice or other state On August 15, 1994, within 90 days after the adjustments became final, the depart
' . mentreceived the taxpayarreport of the adjustments. Although the 4-year period
(c) Whee and how tesubmit eport or amendedeturn. An  providedby s. 71.77 (2), Stats., for making adjustments to the 198€owéin return
H v H expiredon April 15, 1994, the department had until Noveni®r1994, 90 days after
amendedMs_consm return or a taxpayerreport of federaidjus_,t the date the department received a report of the adjustments, tadive of an
mentssubmitted withan amended ¥tonsin return shall be filed assessmerto the taxpayer
in accordance with the provisions of ax2.12 (5) and (6). Atax  2)Anindividual filed an amended 1993 calendar—year basis New éturn on
payer'sreport of federaadjustments submitted to the departmeritinel, 1994. An amendedig¢onsin return, reflecting the changes on the amended
; : i ; New York return, was filed with the department on July 12, 1994. Under the 4-year
Wlt_hOUt an amended return_ shall be identified as _refle(fedgral assessmergeriod in s. 71.77 (2), Stats., the department has 4 years from April 15,
adjustmentsmade by the internal revenue service and shall b€94,the due date of the 1993 return, in which to notify the taxpayer cissgss
mailedto Wisconsin Department of Revenue, Audit Burea@®, P mentrelating to the changes on the amended Newk ¥eturn.
Box 8906, Madison, WI 53708-8906. The report submitted-with (6) TAXPAYER'S FAILURE TO REPORTFEDERAL ADJUSTMENTSOR
outan amended return may not be made a part of or attached tof4iffy AMENDED WISCONSIN RETURNS. (@) Adjustments and
Wisconsintax return. amendedeturns elating to taxable yeat987 and thexafter. If
(5) ASSESSMENTS\ND REFUNDSBY DEPARTMENT. If a taxpayer a taxpayer fails to repofederal adjustments or the filing of an
reports federal adjustments or filmsamended Viéconsin return amendedederal or other state return, relating to the taxable year
with the department within 90 days aftee adjustments become19872and thereaftemwithin the 90-day period described in sub. (3)
final or afteran amended return is filed with the internal revend®), the departmentlmay aSSﬁSS ad|d|t_|WIaborr11$|nJ_ranch|se or
serviceor another state, the department may make an assess etax or recycling surchge relating to the adjustmerus

or issue a refund relating to the report or amended return-as fgfeéndedetum within 4 years after discovery by the department.

lows: Example: An individual taxpayer filed a 1993 calendar-year basisc@visin
. incometax return on April 15, 1994. The internal revenue service made adjustments
(a) AssessmentsUnder s. 71.77 (2), Stats., the departmernd the 1993 federal income tax return which the taxpayer dicepottto the depart

may make an assessment within 4 years from the date the origI I 00 G Se e o T e e e e armanon agree
Wisconsinfranchise or 'ncome tax return was filetlowever mgnt between tPJ1e two agencies on'l)\/lay 1,1996. The departm%nt may issue an a%sess
unders. 71.77 (7) (a), Stats., if the taxpayer reported less7fhtan mentfor the adjustments any time on or before May 1, 2000.

of the correct net income and the additional fax the year (b) Adjustments and amendeeturns elating to 1986 and
exceedsp200 for a joint return, or $100 for a return other thangior taxable years.If a taxpayer fails to report federal adjust
joint return, an assessment may be made within 6 years afterrtientsor the filing of an amended federal or other state return
returnwas filed. If an assessment relatea federal adjustment which relatedto 1986 or prior taxable years within the 90-day
that affects a combined report, the department may issue sypgrioddescribed in sub. (3) (b), the department may assess addi
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tional Wisconsin franchise or income tax relating to the adjustachsucceeding yeaip to a total of 15 years until the credit has
mentsor amended return within 10 years after the date the origitlencompletely ofset.

Wisconsinreturn for the year was filed or within 2 years after the Note: The carry forward of the sales tax credit was increfised 5 to 15 years
datewhen the federal determination of tax becomes final, whichy 1985 Ws. Act 29, and the 15 year carry forward first applies to credits carried for
ever is later A return filed before the last date prescribed by layf2"dfom the 1980 taxable year ) _ _
commonlyApril 15 for anindividual reporting on a calendar-year (P) The sales tax credit shall first béseft against thencome

basis,is considered as filed on the last date prescribed by 18k franchise tax liability computed for the tax year befare
unders. 71.77 (8), Stats. unusedcredit from a prior year may be applied.

Example: An individual taxpayer filed a 1986 income tax return on Ap| (4) CreDIT INCLUDABLE IN NET INCOME. Under s. 7.1-26 ),
l?8h7- The taépgyer filed an amenéied_retqm ‘(;"th Ohio on J%nuaré/ hl Toegesult Stats. the credit computed for sales and use taxes paid on fuel and
of the amended return was a reduction in the net tax paid to Ohio on income i ;
reportedto Wisconsin. The taxpayer did not notify the department within 90 days ?f@‘:t”c'ty Consum.edn m,anUfaCturmg under s. 71.28 (3), Stats.,
filing the amended Ohio return. The department has until April 15, 1997, to issueiall be included in net income for the tax yefxcept for tax—
assessmerfor the Ohio amended retusnéfect on the Visconsin credit for taxes  gption corporations, the entire credit computed for the tax year is
paidto other states. . s . o X

Note: Section 71.76, 1989 Stats., was amended by 1991Aat 39, efective for Incmdable',” net income, e\,/en tho‘,Jgh ,th? credit is not entirely
federalchanges or corrections to a federal income tax return that became final oti8€dor no income or franchise tax liabiligxists. Under s. 71.34
2“"”?%255331 1981vd amti thf ?n?epd%i;?deral %r)dtolther_staie ;ﬁtums filfd ont o §iK) (e), Stats., tax—option corporations shall only include in net

ugust15, . Under the statute i immediately prior to the enactment of ; ;
1991Wis. Act 39, a taxpayer was requiredéport internal revenue service adjust incomethe amount °!5r6d't CompUtEd ‘,J”der S', 7]:',28 (3) Stats.,
mentsto taxable income thatfatted the income reportable or tax payable scon- ~ andused to dset the income or franchise tax liability of ther-

sin, and to file aramended Mgconsin return if information contained on an amendeqlentyear

federalor other state tax returnfe¢ted income reportable or tax payable isath- Note: Section Bix 2.11 interprets ss. 71.26 (2), 71.28 (3) and 71.34 (1) (e), Stats.

sin. h h

. . . History: Cr. RegisterFebruary1978, No. 266, &f3-1-78; am. (2) (a) (1) (d),

, Notg. 7Sect|3n7'7ﬁ>ég.:lf5lsr:t?rprets ss. 71.255 (1) &y 71.75 (2), 71.76, 71.77 () (b) and (3) (a), renum. (3) (b) and () to be(@Jand (b), ci(4), RegisterSepter

( )a}n ( ) an -7 (4), Stats. ) L ber,1983, No. 333, €/10-1-83; am. (1) (intro.) and (3), renum. (1) (a) to (c) to be
History: Cr. RegisterJanuary1979, No. 277, &2-1-79; correctlor? in (3) (a) (1) (d), (b) and (a) and am...¢t) (c), r and recr(2) and (4), RegisteFebruary1990,

1. a. made under s. 13.93 (2(h) 4., Stats., Registaluly 1987, No. 379.12), (4) _No. 410, ef. 3-1-90;corrections in (1) (b) and (4) made under s. 13.92 (4) (b) 7.,

and(5) (d); renum. (1), (3), (Fp) to (c) and (6) to be (2), (4), (6) and (7) and am. (Dstats. Register April 2010 No. 652.

(4) (@) 1.b., c. and e, (b)6) (a) to (c) and (7), c€l1), (3) and (5), RegisteFebruary ’

1990,No. 410, eff 3-1-90; r and recrRegisterMay, 1996, No. 485, &f6-1-96;

CR110;(|)§>5:_atm- F\ll), (2),b(3),2((;11)(§e;\)l (Inégoé),é-,f-vl(g), () (@. ()2, (6) @er  Tax 2.12 Claims for refund and other amended

(&) 1. . Register November 0893 : returns. (1) Score. This section applies to amendedsdnsin

Tax 211 Creditf | d ¢ id on fuel and franchiseor income tax returns, including amended combined
ax 2. reditfor sales and use tax paid on fuef an returns, amendedpartnership returns, amended recycling sur

electricity. (1) DeriNITIONS. In this section: . chargereturns and amended farmland preservation credit and
(a) Fuel and electricity “consumed in manufacturing” meanpmesteadredit claims.

only fuel andelectricity used to operate machines and equipment : P
useddirectly in the step—by-step manufacturing proceSsel (2) PEF'_N'T'ONS' In ttus section: .
and electricity are not “consumed in manufacturing” if they are (&) “Claim for refund” means an amendééconsin return or
used in providing plant heating, cooling, air conditioning, confredit claim as described in sub. (1), on which a refimd
munications,lighting, safety and fire prevention, research antgquested.
product development, receiving, storage, saldsstribution, (b) “Timely filed,” in the case of an amended return or credit
warehousingshipping, advertising or administratidepartment claim, means either of the following:
activities. Howevey fuel andelectricity used directly in manufac 1. |f the amended return or credit claim is mailed, it is mailed
turing steam which is used by the manufacturerfurther iy 5 properly addressed envelope with postage prepaid and is
manufacturingor in heating a facilityor both, is consumed in receivedby the department, or is received at the destination that
manufacturing. the department or the departmesft administration prescribes,

(b) “Manufacturing” has the meaning specified in s. 77.51 (7W)ithin 5 business days after the last day of the statutory limitation
(a), Stats., by virtue of s. 71.28 (3) (a) 1., Stats. periodor extended limitation period.

(c) "Paid” has the meaning specified in s. 71.22 (8), Stats. 2. If theamended return or credit claim is not mailed, it is in
(d) “Sales and use tax under ch.péid by the corporation” has the possession of the department, or is received at the destination
the meaning specified in s. 71.28 (3) (a) 2., Stats. that the department or the department of administration pre
(2) CREDITALLOWABLE. (a) Unders. 71.28 (3), Stats., a Cerposcribes,prjor. to .the expiration of the statutory limitation period or
rationmay reduce its income or franchise tax liability foryear €xtendedimitation period.
by an amount equal to thei¥¢onsin state and county sales and (3) GENERAL. (a) The department shall accept amended
usetaxes it has paid on fuel and electricity consumedanufae  returnsand credit claims to correct previously filed original, other
turing personal property within &consin. amendedr adjusted Wéconsin franchise or income tax returns,
(b) If separataas or electric meters are not used to accuratglartnershigreturns, recycling surchge returns or farmland pres
measurethe fuel and electricity consumed in manufacturing iarvationcredit or homestead credit claims.
Wisconsin,a reasonable allocation is necessary (b) A refund of taxes or credits under ch. 71, Statseaycling
(c) The credit is allowable for all tonsin and iéconsin surchargeunder s. 77.96 (4), Stats., may be claimed onlfjling
countysales and use taxes pdigting the taxable year on fuel oran amended return or credit claim, on a form and in the manner
electricity destinedfor manufacturing purposes, regardless adescribedn subs. (5) and (6).

whenthe fuel or electricity was or is to be consumed. (c) An amended \gconsin returnshall be filed with the
Note: Refer toStreets and Roads Construction CorporatloWsconsm Depart department if either an amended federal return is filed or an

mentof Revenué)isconsin Bx Appeals Commission, Docket No. [-6239, July 28, e . X .

1981,andFort Howard Paper Company. Wsconsin Department of Reventds- amendedeturn is filed wnhanother state for which a credit for

consinTax Appeals Commission, Docket No. 1-8266, November 1, 1983. taxeshas been allowed againstsconsin taxes, and the changes
(3) CARRY FORWARD OF UNUSED CREDIT. (@) If a corporation to the amendefkederal or other state returrfext the amount of

is entitled to a sales and use tax credit under s. 71.28 (3), Stats.V¥fgeonsinnet franchise or income tax i@cycling surchare pay

credit,to the extent nabffset by the tax liability of the same year able,a Wisconsin credit or a Wconsin neperating loss, net

may be ofset against the tax liability of the subsequent year amdisinesdoss or capital loss carried forward.
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(d) An amended Wgconsin return filed toeport internal reve of refund allows an additional itemized deduction credit for each year but also disal

; ; : ; lows a portion of the claimed business expenses for eachwiarthe net result
nueservice adJUStmentS as prowded inax P.105 (4) (a) shall beinga refund for each yeaFhe taxpayer does not file a petition for redetermination.

includea copy of the final federal audit report. The notice of refund is final, and the taxpayer is not entitled to any refund on a subse
(e) An amended return or credit claim does not begin or extefftgntciaim for refund for the disallowed business expenses.

imitati 1 i it 3) Taxpayer F files a timely 2000 return on April 15, 2001. The department com
the statute oflimitation periods for assessing additional tax Oygletesan ofice audit of this return by issuing a notice of additional tax due dated

recyclingsurchage or claiming a refund. March 30, 2005. The notice of additional tax due allows an additional itemized

; i i deductioncredit anddisallows a portion of the claimed business expenses. The tax
(4) TIMELY FILING. (a) EXCEpt as prowded In piﬁb), if an ayerdoes not file a petition for redetermination. The taxpayer has until March 30,

ame_ndEd’Etum or credit claim shows a refund, it Sha_” be f”98009,t0 file a claim for refund for the disallowed business expenses.
within 4 years of the unextended due date of the original return ) taxpayer G files timely 2000 and 2001 returns. The department completes an

— ili imitati i i office audit of these returns by issuing a notice of refund dated March 30, 2005. The
(b) The 4 year flllng limitation in pa(a) does not apply in the noticeof refund allows an additional itemized deduction credit resulting in a refund

following situations: for 2000 and disallows a portion of the claimed business expenses for an assessment
1 Except as provided in subds. 3. and 4.. a claim for refuggom, with the net result being a refundtfee two years combined. The taxpayer
: - o . - snot file a petition for redetermination. The taxpayer has until March 30, 2009,
may not be filed for any year covered by a field audit that resultggkie a claim for refund for the disallowed business expenses for the year 2001.
in arefund Or_no Change in the tax owed, or in an assessment thétTaxpayer H files timely 2000 and 2001 returns. The department completes an
hasbecome final under 1.88 (1) (a) or (2) (a), 71.89 (2), 73.01office audit of these returns by issuing a notice of additional tax due dated March 30,

i i m 2005. The notice of additional tax due alloass additional itemized deduction credit
or 73.015, Stats., provided the department advisesatpzyer ultingin a refund for 2000 and disallows a portion of the claimed business-expen

. .t . I
thatthe field audit is final unless the taxpayer appeals the res@ifsresulting in an assessment for 2001, with the net result being an assessment for
2. Except as provided in subds. 3. and 4., a claim for refuﬁ two years combined. The taxpayer does not file a petition for redetermination.

: ; . . t has until March 30, 2009, to fielaim for refund for the disallowed
may not be filed for any item of income or deduction assessedyaS recaxpenses for the year 2001, e or e disaowe

aresult of an dfce audit, provided thassessment has become  ,  For taxable years beginning prior to January 1, 2000, a

final under s. 71.88 (1) (a) or (2) (a), 71.89 (2), 73.01 or 73.0134im for refund for each year for whicn amount due is calcu
Stats. Section 71.88 (1) (a), Stats., provides that a taxpayer Mayqas 5 result of items adjusted in aficef audit or field audit
file a petition for redetermination within 60 days of receipt of got assessment may be filed within 2 yeafghe date of the
notice of additional assessment, refunddenial of refund. If @ 5sgessmentotice, provided no petitiofor redetermination was
taxpayerdoes not file a petition for redetermination of a notice qa}led and the amo’unt due was paid. No refund claim may be filed
assessmentefund orrefund denial, the adjustments made in thgn jerthis subd. 3. b. for any year that resulted in a refund or no

noticeare final and conclusive. The taxpayer is not entitled tocﬁangein theamount owed giin the case of a multiple year audit
refund on any subsequent claim for refund based on the sagg,jiingin a net refund, for any year for which an amount due is
adjustmentss those in the notice of assessment, refund or deryg|qjated.

of refund. . . " . Examples: 1) Taxpayer | files a timely 1999 return on April 15, 2000. @hpart

Examples: 1) Taxpayer A files an amended 2000 return to claim additional businentcompletes an ige audit of this return by issuing a notice of refund dated March
nessexpenses. The department allows only a portion of the claimed additiogal, 2004. The noticef refund allows an additional itemized deduction credit and
expenseshased on a dirence in interpretation of the lawA notice of refund is  disallows aportion of the claimed business expenses. The taxpayer does not file a
issuedMarch 1, 2003. The taxpayer does not file a petition for redetermination. ptition for redetermination. The notice of refund is final, and the taxpayer is not
DecembeR003, the taxpayer files another amended return claithengame adei  entitiedto anyrefund on a subsequent claim for refund for the disallowed business
tional business deductions as those disallowed iptioe notice of refund. The tax expenses.
g?¥§fti3?é ﬁggﬂe‘j ta refund on the claim for refund. The March 1, 2003, notice 2) Taxpayer J files timely 1998 and 1988urns. The department completes an

. . . . office audit of these returns by issuing a notice of refund dated March 30, 2003. The

2) Taxpayer B filesan amended 2000 return to claim additional business expensgsticeof refund allows an additional itemized deduction credit resulting in a refund
Thedepartment disallows a portion of the claimed additional expenses, due to lggk1998 and disallows a portion of the claimed business expenses for an assessment
of substantiation of the expenses as requested in a letter to the taxpagpeice of  for 1999, with the net result being a refundtfu two years combined. The taxpayer
refundis issued March 1, 2003. The taxpayer does not file a petition for redetermigigesnot file a petition foredetermination. The notice of refund is final, and the tax
tion. In December 2003, the taxpayer submits adequate substantiation to supporp#yer is not entitled to any refund on a subsequent claim for refund for 1998 or 1999.

full deduction. The deduction is not allowed and no additional refund will be issued: . . .
Sinceno petition for redetermination was filed for the March 1, 2003, natice 4. Aclaimfor refund of an overpayment attributable to a-capi

refund, that notice is final. tal loss carryback may be filed by a corporationdesignated
3) Taxpayer C files a timely 1998 return claiming a refund of eamed income creéijentof a combinedyroup, within 4 years after the due date, or

andexcess income tax withheld. During the processing of the return the taxpayesigendediue date, for filing the return for the taxable yealhef
senta letter requesting additional information to substantiate the earned inc !

ome - . .
credit. The taxpayer does not respond to the redfoestdditional information. A c5pltalloss tha:t is carried back. . )
noticeof refund is issued in July 1999, to refund the excess income tax withiigld Note: For combined groups, see 8xX12.61 (6) (c) for rules applicable to capital
Thetaxpayer does not file a petition for redetermination. The taxpayer files a timeglginsand losses.

1999return claiming a refund of earned income credit and excess incoméhax PR ; ;
held. During the processing of this return the taxpayseris a letter requesting addi 5. If the limitation per',Od for making an assessment or refund
tional information to substantiate the earned income créfdits letter requests the hasbeen extended by written agreement between a taxpayer and
sameinformation that was requested tbe processing of the 1998 return. The taxthe department, a claim for refund relating to the year or years cov

payersubmits the additionahformation needed for both the 1998 and 1999 return ; " :
Sincethe taxpayer did not submit a petition for redetermination for the 1998 noti%ée_dby the extension agreement may be fdedng the extension

of refund, that notice is final. A notice of refufw the earned income credit is issuedperiod.

for 1999 only Note: For combined groups, refer to siX12.65 for rules applicable to the desig
3. a. For taxable years beginning on or after January 1, 20@0gdagent of a combined group.

aclaim for refund for each year for which an amount due is€alcu 6. An amended \gconsin return filed under the provisions

latedas a result of items adjusted in aficef audit or field audit of sub. (3) (c) shall be filed with the department withindags

assessmertr refund may be filed within 4 yean§the date of the afterthe date the amended federal or other state return is filed.

adjustmenmotice, provided no petition for redetermination was 7, An amended \consin return filed under the provisions
filed and, if the adjustment notice was an assessment, the amejfigub. (3)(d) shall be filed with the department within 90 days of
duewas paid. No refund claim may be filed under this subd. 3.tBe date on which the federal audit adjustments become final.
for any year that resulted in a refund or no changbe amount 8. An amended \consin return filed under the provisions

owed. of s. 71.30 (4), Stats., to claim a reduction of income resulting

Eg?mp'egftl)frﬁ?(pa{ef Dbf”.es a timely %'.000 f'e“;m%e ddfpda;\t/lme”i} gg”‘z%'ggeﬂ{{om a renegotiation or price redetermination of a defenséract

anoffice audit of this return by issuing a notice of refund dated Marc , . T . X

noticeof refund allows an additional itemized deduction credit and disallows a p&? subcontract shall be filelithin one year of the final determina

tion of the claimed business expenses. The taxpayer does not file a petition-for riiden.

termination. The notice of refund is final, and the taxpaigenot entitied to any Note: Refer to s. @x 2.105 for additional information regarding amendéscdn-

refundon a subsequent claim for refund for the disallowed business expenses. gin returns required as a result of filing amended federal or other state returns, or
2) Taxpayer E files timely 2000 and 2001 returns. The department completegeportsrequired as a result of federal audit adjustments made by the internal revenue

audit of the returns and issues a notice of refund dated March 30, PA@%otice  service.
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(5) Forwms. (a) Except as provided in pdb) or (c), aclaim 1. The sale or exchange of the old residence occurred-in tax
for refund shall be filed on the same form as the original form, &bleyear 1975 or thereafter when the individual was not a resident
the manner prescribed in sub. (6). of Wisconsin; or

(b) Except as provided in p4c), a claim for refund shall be 2. The sale or exchange of the old residence occurred before
filed on a form 1X, in the manner prescribed in sub. (6), if any tixableyear 1975whether the individual was a resident or not at
the following apply: thetime of the sale or exchange.

1. The original return was filed on a form 1, 1A or WI-Z. (b) When an individual sells or exchangegrincipal resi
2. The original return was filed using “telefile” or “netfile.” den(;e!ocahed OUttS'del ‘*ﬁ?onﬂ_n atn((jj tgeanefct%gn't'ond()f gain ’
e . : . . provisionsdo not applythe adjusted basis of the residence so
3. The original credit claim wgs filed W't_h aform 1 or 1A. or exchanged is not reduced for nonrecognized gain from any pre
(c) The department may prescribe a special form for taxpayg{gus sale or exchange of a principal residence located outside
to use in claiming a refund, to address a specific tax issue. In §fgconsinif:
situation,the special form may be used in lieu of the amended 1. The previous sale or exchange occurred in taxable year

form prescribed in paa) or (b). 1975or thereafter when thiadividual was not a resident ofisV
Example: Wisconsin form 1X-R was developed in 1993 to address the issue@énsin.or
theflow-through of interest exempt fromi¥¢onsin taxes received from a qualified ! .
retirementplan. 2. The previous sale exchange occurred before taxable year
(d) An amended Mgconsin return or credit claim filed for a 1975,whether the individual was a resident or not at the time of
purposeother than to request a refund is not required to be filéhe sale or exchange.
on a specific form. Example: A taxpayer becomes ai¥¢onsin resident on July 1, 1988. Prior to

; ; becominga Wisconsin resident the taxpayer had owned severarelift homes.
(6) MANNER. (a) An amended retuor credit claim shall be Eachtime a new home was acquired, the federal nonrecognition of gain provisions

in writing, indicate the reporting period for whittie change was applied with respect to the gain realized from the sale of the previous home. Upon

madeand contain a statement setting forth the specific grourimlorg,ingta g\lgconsir; é%%doeon()ty(ggg%er Ovtvnled a$ha%r%% Bﬂ '\f/IiSS,Ouri Witth a-fegf
; ; eral adjusted basis o , ,000 cost, less $30,000 of gains postponed from
uponwhich the amended form is based. prior sales). The Missouri home was sold for $97,000 in August 1988. The taxpayer

(b) An amended return aredit claim other than form 1X shall decidesot to purchase a new residence. Tiscohsin adjusted basis of the Mis
be identified as an amended form by checking thmended S°U" home is $95,000. . )
return” box if one is provided on the form or by marking (c) For reS|d_ent|aI real property and certain agrlcultur_al _real
“AMENDED” across the top of the first page of the amenddtopertyplaced in serviceuring taxable year 1986, depreciation
form. andgain or loss on disposition of the property shall be computed

(c) A claim for refund may not be made a part of or attachéﬂ%igbe Internal Revenu@ode in efiect on December 31, 1980

to any original Visconsin return or credit claim. . . .
1. The property is placed in service out—of-state by a taxpayer

(d) An amended return aredit claim shall be mailed to theduringtaxable year 1986 before the taxpayer becomeiseon/
departmengt the address specified on the form or in its iNStrugi rasident. In this case. the propestyidjusted basis and
tions. o '

Note: Subchapter VIl of ch. 77, Stats., was amended by 1999A4t 9, tocreate deprematlorare the same as thenounts allowable for federal tax
arecycling surch@re efective for taxable years beginning on or after January 19””00595-
2000. For taxable years ending before April 1, 1999, subch. VIl of ch. 77, Stats., proExample: A taxpayer becomes ai¥tonsin resident on January1®87. Prior
videdfor a temporary recycling surclger, the term “recycling surctge” as used in  to that date, the taxpayer is an Illinois resident. On July 1, 1986, the taxpayer pur

this section refers to the “temporary recycling surgearor those years. chasesand places in service residential real property located in lllinois. On the tax
Note: Section &x 2.12 interprets ss. 71.225 (1), (4), and (7), 71.30 (4), 71.738 (PRyer’s1987 Wsconsin return, the taxpaysradjusted basis and depreciatiorttas
71.74,71.75, 71.76, 71.77, 71.80 (18) and 77.96 (4), Stats. propertywill be the same as the amounts shown on the taxpa\887 federal return.

History: Cr. RegisterAugust, 1976, No. 248,feB-1-76; am. (1) (a), Register Thetaxpayer does not have to recomputelthsis of the property and depreciate it
September]983, No. 333, €f10-1-83; am, (1) (a) and (b),and recr(1) (c) and ~ Usingone of the methods permitted under the December 31, 1980 Code.
&2()) EsegIsetfterﬁF_elk)_rggr;(l:lg%%_lgg-gfglng, ?{)3—(%@—)9%:) )r a(rgii ;ﬁﬁr(ﬁ{;;g(ﬁ;e(ﬁ\)/'?y 21936,5 2. The property located out-of-state is acquired transac
and(6) (b) to (d), rand recr(2) (4) (b) 3., and (5) (a), renum. and am. (5) (b) to b&ION OCCUrTiNg in taxable year 1986 or thereafte_r wherédtsis
(5) (c), cr (5) (b) and (d), Register October 2002 No. 562,14+1-02; CR 10-095: Of the property in the hands of the transferee isstitae as the
am. (1), (4) (b) 4. Register November 2010 No. 658, ¥f-1-10. adjustedbasis of the property in the hands of the transfefte
CrossReference:See s. @x 2.67 (2) (e) for rules relating to amended returns foédjustednasis of the property on the date of the transfer is the same

combinedgroups. asthe federal adjusted basis.

; ; i Example: A taxpayer is a \lgconsin resident. The taxpayer receives by gift on
Tax 2.30 Property located outside W isconsin January 1, 1986, residential real property located in lllinois. The adjusted basis of

depreciation and sale. (1) Scope. This section applies only the property to the donptransferoris $200,000. In acquiring the property by gift,
with respect to resident individuals, estates, and trusts. thetaxpayertransfereeteceives the same adjusted basis in the property as the trans
. . “ Jeror. The Wsconsin adjusted basis will be the fedewjusted basis on January 1,
(2) DeriNniTION.  In this section, “Internal Revenue Code9se.
meansthe Internal Revenue Code irfegft for the taxable year Note: Inthe case dMsconsin Department of Revenue vs. Romain A. Hoti¢k,
specifiedin s. 71.01 (6) Stats Wis. 2d 274 (1981)the Wisconsin supreme court held that for the purpose of-deter
' ' ! ) mining a loss on a sale, the basis of property located outsiseoxéin acquired
Example: For taxable year 1988, “Internal Revenue Caue’ans the Internal beforethe owner became ai¥donsin resident is the basis determined under the Inter
RevenueCode in eflect on December 31, 1987. nal Revenue Codeln this section the same principle is applied to gains realized on

the disposition of such propertyThis principle was codified into 1.05 (1) (m),
(3) RESIDENT INDIVIDUALS, ESTATES,AND TRUSTS. Income or - g S a0 4 %) e e divefor the earliest taxable year in respect to which

lossderived from property and business located outsitsed-  ;gditionalassessments or refunds may be made. Section 71.05 (1) (n) and (o), Stats.,
sin by resident individuals, estates, dngts, is taxable or deduct was also created by 1985aVAct 261 to provide exceptions with respect to a princi
ible as appropriate under ch. 71, Stats. Except as provided in %}fesmence ééctive for the same period of time. Section 71.05 (1), (m), (n), and

. [ i - 0). Stats., was renumbered s. 71.05 (12) (a), (b), and (c), Stats., by 9@ZV812.
(4), the basis for depreciation and for determining gain or loss ote: Section 71.07 (1), Stats., was amended by Chapter 39, Laws of 185, ef

dispositionof property for these taxpayers is the same as the basiswith the 1975 taxable yeaPrior to the 1975 taxabjear income or loss derived
determinedunder the InternaRevenue Code, whether the propfrom real property or tangible personal property followed the situs of the property

erty was acquired before becoming or while a resident of this stéﬁ%‘é‘é’g(‘il‘;h ggge%ysl‘;g;"y/i'c%g' Stats., was renumbered ss. 71.04 (1) (a) and

(4) ExcepTions. (a) When an individual acquires a new resi Note: Section B 2.30 interprets ss. 71.05 (12) (a), (b) and (c), (15), (16), (17)

dencehe adjusted basis of the new residence is not reduceda“d_(ltg) a”fé”FéO“_(? (2)' _ISti‘;-i); No. 268, 6/5-1.78; r andrect (3), Regist
: : . istory: Cr. RegisterApril, , No. s —1-78; randrecr (3), Register
nonrecognizedain from the sale or exchange of an old re&denggl')',’ 1982, No. 319, 6/8-1-82- 1 (2), renum. (1) to be (2) and am. (@) and (4),

locatedoutside Visconsin if: am. (3), RegisterJune, 1990, No. 414,fe7-1-90.
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Tax 2.31 Compensation received by nonresident compensatioffior services rendered asmember of a professional
members of professional athletic teams. (1) Scope. This athleticteam shall benade on the basis of a fraction, the numera
sectionapportions and allocates tadtbnsin, in a fair and equita tor of which is the number of duty days spent withirst@nsin
ble mannera nonresident employsegotal compensation for ser renderingservices for the team in any manner during the taxable
vicesrendered in \Iiéconsin as a member of a professiathletic yearand the denominator of whiéhthe total number of duty days
team. The section does not apply to employees domiciled inspentboth within and outside 1&tonsin duringhe taxable year

statewith which Wisconsin has a reciprocity agreement. (b) Duty days during theéaxable year Duty days shall be
Note: Wisconsin has reciprocity agreements with lllinois, Indiana, Kentuckjncludedin the fraction described in pde) for the taxable year

Michiganand Minnesota. . . in which they occurincluding where a teasbficial pre—season

(2) DeriNiTions. In this section: training period through the last game in which the team competes,

(a) Except as provided in subds. 1. and 2., “duty dayséns or is scheduled to compete, occurs during more than one taxable
all days during the taxable year from the beginning of a profggar. The following additional provisions apply:
sionalathletic teans official pre-season training period through 1 Days during which a member of a professional athletic
thelast game in which the team competes or is schedulBiio  teamis on the disabled list, does not conduct rehabilitation activi
peteand days on which a member of a professional athletic teggy at facilities of the team and is not otherwise rendering services
rendersa service for a team on a date outside this time periogy the team in Wsconsin, may not be considereuty days spent
Renderinga service includes conductitgining and rehabilita i wisconsin. Howeverall days on the disabled list shall be
tion activities at the facilities of the team. Included within duty,cjydedin the total duty days spent both within and outside-W
daysshall be game days, practice days, days spent atbe@in  cqnsin.
ings, promotional caravanand preseason training camps, days
spentparticipating in instructional leagues, daypent at special
gamessuch as the “Pro Bowl” or an “all-star” game and da;if
servedwith the team through gliost-season games in which th
teamcompetes or is scheduledaompete. The following excep
tionsto this definition apply: . .

1. Duty days for any person who joins a professional athletj (c) Bonuses.Bonusesvhich shall be included for purposes of

teamafter the beginning of the teasroficial pre—season training eallocation described in @) are: .
period shall begin on the day the person joins the team.- Con 1. Performance bonuses earned as a result of play during the
versely,duty days for any person who leaves a professional afi¢asonincluding bonuses paid for championship, pléyof

letic team before thiast scheduled game shall end on the day thBoW!" games played by a team or for selection to all-star league
personleaves the team. Where a persaitches professional ath Of other honorary positions.

letic teams during a taxabieear separate duty day calculations 2. Bonuses paid for signing a contract, unless all of the fol
shallbe made for the periods the person was with each team.lowing conditions are met:

2. Days for which a member of a professional athletic team a. The payment of the signing bonus is not conditiomain
is not compensated and is not rendering services for the tearthisignee pl_aylng any games for the tearpe_mormmg any sub
any mannerincludingdays when the member has been suspendegtjuenservices for the team, or even making the team.

without pay andprohibited from performing any services for the . The signing bonus is payable separately from the salary and
team,may not be treated as duty days. any other compensation.

(b) “Member of a professional athletic team” inqludes employ ¢. The signing bonus is nonrefundable.

eeswho arer?C“V@layeLs' players on the d'sable_d list or agﬂg:herExamples:The following examples illustrate the provisions of this subsection:

perspnssuc as coac es,. managers an tralr.]ers’ an 0 1) Rayer A, amembe of a professionéathletic team is a mnresideinof Wiscon-

requiredto and do travel with and perform services on behalf ef . Rayer A's ontrad for the eam requires A © repott to the eams raining camp

aprofessional athletic team on a regular basis. and to participae in dl exhibition, regula seasonand payoff games Rayer A has

« . . _ . . atwo-yea contractwhich covers sasos that occur during taxabk year 1/taxable

() PrOfESS|0na| athletic team” includes, but is not limiigd year2 and taxabk yea 2taxabk yea 3. Fayer A's ontrad provides hat A receive

any professional baseball, basketball, football, hockey or socd@p0,000for the 2asm which accurs diring taxabk yea ltaxabk yea 2, and

team $600,0000r the asm which occurs during taxabk year 2/taxabe yea 3. Hayer

. A receives $50,0® from the mntrad during taxabk yea 2 $250,0® for one-half

(d) “Total compensation for services rendered agember of theyea Uyea 2 sasm and $300,0® for one-haf the yea 2/yea 3 eason) The

: f " -nortionof the ompensatio receivel by Payer A for taxabk yea 2 which is dloca-
a professional athletic team” means the total Compensa“&ﬁto Wisconsh is ceterminel by multiplying the ompensatio Rayer A receives

receivedduring the taxable year by the member for services refuringthe axabk yea ($550,000 by a fraction the rumerate of which is the otal

inni i —_ ini numberof duty days Rayer A spends renderirg services for the am in Wisconsin
dered from the beginning of the bfial pre-seasortraining during taxableyea 2 (attributabé o both the yea l/yea 2 asm and the year

period through the last game in whithe team competes or iSz/year3 asoj and thedenominato of which is he btal numbe of Player A's ity
scheduledo compete duringhat taxable yeaand during the tax daysspert both within and outside Wisconsh for the entire taxabk year 2.

ableyear on a dateutside this time period. The compensation 2) Rayer B, a rembe of a rofessionéathletic teamis a mnresidenof Wiscon-

i i imi i sin. During the easonB is injured and is tnabk © rende servicesfor B's eam.
includes, but is not limited to, salaries, wages, bonusss While B is indergoirg medicd treatmen a a dinic, which is ot a facility of the

describedn sub. (3) (c) and any other type of compensation paihmoutis locatedn Wsconsin B's an tavek b Wsconsh for a game The cays
duringthe taxable year to a member of a professional athletic teBlatean pends in Wisconsh for practice games meetings ec., while B s present

i i ; atthe dinic, are rot considerel duty days ert in Wisconsi for Player B for that
for services performed in that yeaThe compensation majot taxableyear, but those days ae included within tota duty days gentboth within and

includestrike benefits, severance p&rmination paycontract or outsideWisconsin.

optionyear buy—oupayments, expansion or relocation payments ) piayer C, a member of a professional athletic team, is a nonresideiscohW
or any other payments not relatéa services rendered for thesin. During the season, C is injured and is unable to render services fea@. C
team performs rehabilitation exercises at the facilities of €am in isconsin as well as
: at personal facilities in \lconsin. The days C performs rehabilitation exercises in
Examples: Services rendered on a date that does not fall within the regular seafwfacilities of C5 team are considered duty days spentigc@sin for Player C
includeparticipation in: for that taxable yearHowevey days Player C spends at personal facilitidsiston-
1) Instructional leagues sin arenotconsidered duty days spent irisdénsin for Player C for that taxable year
gues. butthose days are included within total duty days spent both within and outiside W
2) The “Pro Bowl.” consin.
3) Promotional caravans. 4) Player D, a member of a professioatiletic team, is a nonresident ofsébn-
(3) METHOD OF ALLOCATION. (&) General. The allocation to sin. During the season, D travels tasabnsin toparticipate in the annual all-star

. . ! . ameas a representative of$Xeam. The days D spends iis@énsin for practice,
Wisconsinof income earned by a nonresident employee as toit@game, meetings, etc., are considered to be duty days speistantih for Player

2. Travel days that do not involve either a game, practice,
ammeeting, promotional caravam other similar team event
aynot be considered dutiays spent in \§consin but shall be
tonsideredn the totalduty days spent both within and outside
Wisconsin.
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D for that taxable yeaas well as included within totelity days spent both within 4. Gross income from unrelated debt-finanqadperty

a”g)"A”tS'de “:‘hcons'”' ncts ac oa ¢ that Player Distigpat includablein computing unrelated debt-financedome on line
ssume the same facts as in example 4, except that Player patimpating _
in the all-star game and is not rendering services ®td2m in any mannePlayer 7 of federal form 990-T

D is instead traveling to and attending the game solely as a spettaatays Player 5. Gross interest, annuities, royalties and rents from con
D spends in éconsin for the game are not considered to be duty days speistin i i P i 5 i

consin. However those days are included within total duty days spent both witmo”ed Orga.mzatlons includable in computlrtgose items of
andoutside Visconsin. iIncomeon line 8 of federal form 990-T

6) Player E, a member of a professioatiletic team, is a nonresident ofsdon- 6. Gross investment income includable in computing invest

sin. During the pre—season, E travels t@#8nsin to participate ia training camp i i _
which E's teamconducts in éconsin. E performs no further services irst@nsin. mentincome on line 9 of federal form 990-T

E's team does not play any regular season or figgwfies in isconsin. The days 7. Gross exploited exempttivity income includable in com

E spends in Mgéconsinat the teans training camp are considered to be duty day: i i i i _
speniin Wisconsin for Player E for that taxable year puting that item of income on line 10 of federal form 990-T

(4) ALTERNATIVE METHODSOFALLOCATION. Itis presumed that 8. Gross advertising income includable in computing adver
applicationof the provisions of thisection will result in a fair and tiSingincome on line 1 of federal form 990—T
equitableapportionment of compensation received by noaresi 9. Gross receipts passed through from other entities, and all
dentmembers of professionathletic teams. Where it is demon other receipts that are included in gross income fasdbhsin
stratedthat the method provided under this section does not faiffanchiseor income tax purposes.
and equitably apportion the compensation, the department may(c) “Gross receipts from all activities of insurance companies”
requirethe membeof a professional athletic team to apportiomeansthe sum of the following items reportable by insurance
andallocate the compensation under a method which the depatmpanies:
mentprescribes, provided the prescribed method results in a fair 1 Grosspremiums earned reportable on lines 1 and 8 of

andequitable apportionment. A .nonresident member of a prof%%heduleA on federal form 120-PC, U. S. property and casualty
sional athletic team may submit a proposal for an a“emat"(ﬁsurancecompany income tax return.

methodto apportion compensation where the member demon L . .
stratesthat the method provided under this section does not fair%/ fzécﬁégﬁlsedg 'i?2”dTiCrgg?e”%?ﬁeo(;‘elr'gﬁgrgg%ihggule A, or line
andequitably apportion the compensation. The proposed met 83 G i pP ' bl line 3 f hedule A
shall be fully explained on the membBersconsin income tax - Gross interest Income reportable on line 3a of schedule A,

return. or line 1a of schedule B if applicable, on federal fort2d-PC.
Note: Section &x 2.31 interprets ss/1.02 and 71.04 (1) (a) andLj] Stats. 4. Gross rents reportable on line 4 of schedule A, or line 3 of
History: Cr. RegisterMay, 1996, No. 485, éf6-1-96. scheduleB if applicable, on federal forml20-PC.

Tax 2.32 R i h . 5. Gross royalties reportable on line 5 of schedule A, or line
ax z. ecycling surcharge =~ — Qross receipts = 4 st gchedule B if applicable, on federal ford20-PC.

defined. (1) PurpPosE. This section defines “gross receipts” for 6. Th | ice f the di i f ital t
purposef the recycling surchge undersubch. VII of ch. 77, - 1NN€ gross sales price irom the diSposition 0t capital assets

Stats andbusiness assets includable in computing the gain or loss on
Note: For any taxable yeaa recycling surchge is imposed on: (a) individuals, lines6 and 7 of schedule A, or lines 5 and 7 of schedule B |f-app||
estates, trusts, statutory employees and partnerships that have at least $4j900,@®ble,on federal form 120-PC.

grossreceipts from &rade or business for the taxable year; (b) corporations ane insur i i
ersthat have at least $4,000,000 in gross receipts from all actifdti¢ise taxable 7. Gross recelpts passed throth from other entities, and all

year:and (c) individuals, estates, trusts and partnersinigaged in farming that have Other receipts that are included in gross income fasadhsin

atleast $4,000,000 in gross receipts from farming for the taxable year franchiseor income tax purposes.
~ (2) DerNimions. In subch. VIl of ch. 77, Stats., and teie (d) “Gross receipts from all activities of tax—option (S) cerpo
tion: rations”means the sum of the following items reportable by S cor

(a) “Gross receipts from all activities of corporations” meangorations:
the sum ofthe following items reportable by corporations other 1. Gross receipts or sales reportable on line 1a of federal form

thanthose listed in pars. (c) and (d): _ 1120S,U. S. corporation income tax return for as@poration.
1. Gross receipts or sales reportable on line 1a of federal form 2. Gross rents includable in computing the income from real
1120,U. S. corporation income tax return. estateand otherental activities reportable on lines 2 and 3a of

2. Gross dividends reportable on line 4 of federal fot201 scheduleK on federal form 120S.

3. Gross interest income reportable on line 5 of federal form 3. Gross interest income reportable on line 4a of schedule K
1120. on federal form 120S.
4. Gross rents reportable on line 6 of federal fofrQl 4. Gross dividends reportable on line 4b of schedule K en fed

5. Gross royalties reportaldm line 7 of federal form1p0. eralform 1120S.
6. The gross sales price from the disposition of capital assets 5. Gross royalties includable in computing royalty income
andbusinessssets includable in computing the net gain or loggportableon line 4c of schedule K on federal fort20S.
onlines 8 and 9 of federal formi20. 6. The gross sales price from the disposition of capital assets
7. Gross receipts passed through from other entities, anda&lfl business assets includable in computing the gain or loss on
other receipts that are included in gross income fasdahsin line 4 of federal form 120S and lines 4d, 44f and 5 of schedule
franchiseor income tax purposes. K on federal form 120S.
Note: In this subsection, line numbers of forms refer to the 1999 forms. 7. Gross receipts passed through from other entities, and all
(b) “Gross receipts from all activitie exempt oganizations otherreceipts that are included in gross income fasdbhsin
taxableas corporations” means the sum of the following itenfsanchiseor income tax purposes.

reportableby those entities: (e) “Gross receipts from farming, of individuals, estates, trusts
1. Gross receipts or sales reportable on line 1a of federal foamd partnerships engaged fiarming” means the sum of the fol
990-T,exempt oganization business income tax return. lowing items reportable by those entities:

2. The gross sales price from the disposition of capital assets 1. Gross receipts or sales reportable on lhe% 5a, 6a, 7a,
andbusiness assets includable in computing the gain or loss&and 9 of federal schedule frofit or loss from farming.

lines4a and 4b of federal form 990-T 2. The gross sales price of farm assets, including livestock,
3. Gross rents includable in computing rent incamdine 6 includablein computingordinary income or loss on federal form
of federal form 990-T 4797,sales of business property

RegisteNovember 201 No. 671


http://docs.legis.wisconsin.gov/code/admin_code

File inserted into Admin. Code 12-1-20May not be current beginning 1 month after insert date. For current adm. code see:
http://docs.legis.wisconsin.gov/code/admin_code
Tax 2.32 WISCONSINADMINISTRATIVE CODE 20

® “Ghrossrelc:eipts of exclampft ganiflatiocr;s taxt;';\ble as trus@s’.’itggztﬂfgﬁaaéz ?rggmi}régfg?tg; gﬁ?er ;ggg:r&%?ghilgig rf%crtigge:ipJpgslsj ;cr)ytqe 5%(8,(;:'
means the total receipts sales from all trade or business aetivi'd > A on o e wary - :
ties other than farming, reportable by those entities for federg (Ifft%y) 3@‘;9;;5‘;{3“,%332582?’2'325?f(?'geg?g}eﬂo_%_clﬁ_10 095: am. (2)
incometax purposes, before any deduction for returns and-allow
ances or any other business expenses. Gross receipts include amgx 2.39 Apportionment method. (1) GENERAL.
of the following: Exceptas provided in sub. (3), any person, except resident indi
1. Gross receipts or sales reportable on line 1a of federal foviduals, resident estates, and resident trusts, engaged in business
990-T,exempt oganization business income tax return. both in and outside this state shall apportion its apportionable
2. The gross sales price from the disposition of capital ass#t§omeusing the statutorgpportionment method as provided in
andbusiness assets includable in computing the gain or lossSi1:04 (4) or 71.25 (6), Stats., when the pessbuosiness in this
lines4a and 4b of federal form 990-T stateis an integral part of a unitary business unless the department,

. . . . . in writing, allows reporting on a ddrent basis. Howevgf a cor
of fsde(glofsosrr:]eggsolf_f_ludable in computing rent incamine 6 porationis in acombined group, the corporatisniMsconsin
. ) ' shareof the combined group’apportionable income é®mputed
4. Gross income from unrelated debt-finanqedperty asprovided in s. 71.255 (5), Stats., and further detailed is. T
includablein computing unrelated debt-financedome on line 2.61(7) or (8), as applicable. Nonapportionaiskeome shall be
7 of federal form 990-T allocatedas provided in s. 71.25 (5) (b), Stats.
5. Gross interest, annuities, royalties and rents from conNote: See s. @x 2.62 for rules that apply to determining if a unitary business

trolled organizations includable in computirthose items of ex:\sltst- A . bei bined tor taxabl bedinn
; ; _ ote: A corporation may be in a combined group for taxable years beginning on
incomeon line 8 of federal form 990-T or after January 2009. See sak 2.61 (2) for a description of corporations required

6. Gross investment income includable in computing invesb use combined reporting.
mentincome on line 9 of federal form 990-T (2) DeriniTioNs. In this section:

7. Gross exploited exempttivity income includable in com (a) “Apportionable incomehas the meaning given in s. 71.25
puting that item of income on line 10 of federal form 990-T  (5) (a), Stats.

8. Gross advertising income includable in computing adver (ag) “Combined group” hathe meaning given in s. 71.255 (1)
tising income on line 1 of federal form 990-T (a), Stats.

9. Gross receipts passed through from other entities, and al(ar) “Commercial domicile” has the meaning given i7%.22
otherreceipts that are included in gross income fasddhsin (1), Stats.
franchiseor income tax purposes. (b) “Engaged in business in and outside this state” means hav

(g) “Gross receipts of individuals, estates, trusts and statutang business activity which is didient to create nexus in this state
employees’means the total receipts or sales from all trade or buahdat least one other state or foreign countfpr a combined
nessactivities other than farming, reportable by those natural pgroup,the activities of the combined groape taken as a whole
sonsor entities for federal income tax purposes, before any dedut determining if the combined group is engaged in busiimess
tion for returns and allowances or aother business expensesandoutside this state, as provided in s. 71.255 (5) (a), Stats.

Grossreceipts include any of the following: (c) “Gross receipts” means gross sales less returns and allow
1. Gross receipts or sales reportable on line 1 of federal-schedces,plus service chages, freight, carrying chges or time-
ule C, profit or loss from business. price differential chages incidental to the sales. Federal state
2. Gross receipts reportable on line 1 of federal sched@¥cisetaxes, including sales and use taxes, shall be included as
C-EZ, net profit from business. partof the receipts if the taxes are passed on to the purchaser or

3. The gross sales price of assets includable in computiiﬁ'ﬁluc‘ed‘fas part_ of the sellir:g. price of the product. .
ordinaryincome or loss on federal form 47%ales of business (€M) “Intangibleproperty” includes patents, copyrights, trade

property. marks, trade names, service names, franchises, licepkass,
Note: See par(e) for information relating to individuals, estates and trust§pe_(3|f|cat|0nsy blueprints, processes, techniques, ) formulas,
engagedn farming. designs layouts, patterns, drawings, manuals, technical know-

(h) “Gross receipts of partnerships” means the total receiptshmw, contracts, and customer lists. Intangible property does not
salesfrom all trade or business activities other tifarming, includestocks, bonds, certificates of deposit, or other securities.
reportableby partnerships for federal income tax purposes, before (d) “Nexus” means that a taxpaj@business activitin a state
any deduction for returns and allowances or any other businegSoreign country is of such a degree that the state or foreiga coun
expenses.Gross receipts include the sum of the following:  try has jurisdiction to imposan income tax or franchise tax rmea

1. Gross receipts or sales reportable on line 1a of federal fosnredby net income on the taxpayefor a combined group, the
1065,U. S. partnership return of income. activitiesof the combined group are taken as a whole in determin

2. Gross receipts, other than farm receipts, passed throigif the combined group has nexus in a state or foreign country
from other partnerships and fiduciaries and includabtsimput ~ a@sprovided in s. 71.255 (5) (a), Stats. Nexus may exist even if a
ing the amount on line 4 of federal form 1065. stateor foreign country does not impose a tax on the taxpayer
Gonverselyyoluntary filing and paying income or franchise taxes
vHré?n not required to do so, or paying a fee for qualificatiogaor
gainor loss on line 6 of federal form 1065. nizationor for the privilege of doing business in that state or for

. . eign country does not, in itself, create nexus.

4. Gross receipts fr_om t_he rentaltaﬁglble per;onal property Note: Refer to s. @x 2.82 for a description of factors which are recognired

5. Othergross receipts includable in computing other inconmgterminingwvhether nexus exists.
or loss on line 7 of federal form 1065. Examples:1) State A imposes a corporation franchise tax measured by net income

. . for the privilege of doing business in that state. Corporation X files a retupagad
(3) ComBINED GRoUPs The recycling surchge applies t0  the $50 minimum tax, although it carries on no activities in State A. Corporation X
eachmember of a combined group separat&ge s. dx 2.82 for doesnot have nexus in State A under these circumstances.

rulespertaining to the imposition and calculatioithe recycling 2)_Stg§etB requires flltﬂonreSIdfnt cc?rpfrtatlons Whlclrlqmlf?gflster ttt) dof btﬁ: .
i nessin State B to pay to the secretary of state an annual license fee or tax for the privi
surCh,argéor Comb.lned g_roup members' ) ) . legeof doing business in the state regardless of whether the privilege is in fact exer
Note: See par(e) for information relating to partnerships engaged in farming. cised. Theamount paid is determined according to the total authorized capital stock
Note: Section &x 2.32 interprets subch. VIl of ch. 77, Stats. of the corporation; the rates are progressively higher by bracketed amounts. -The stat
Note: Subchapter VIl of ch. 77, Stats., was amended by 1999A4t 9, to replace  ute setsa minimum fee of $50 and a maximum fee of $500. State B also imposes a
the expired temporary recycling surcbarwith a recycling surchage, efective for  corporationincome tax. Nonresident Corporation Y is qualified to do business in
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State B and pays the required fee to the secretary of state but does not carry on anypy,  |f the sales factor is omittethe property factor and the

activitiesin State B. Corporation Y does not have nexus in State B under these ¢ ;
cumstances, Payroll factor shall each represent 50 percent of the fraction.

3) Sate C equiresdl nonresidencorporatiors qualified or registere to do busi- _3- If either the nu_merator or the denominatothef sales fac
nessin Sate C b pay to the ®cretay of state an annud permitfee a tax for doing ~ tor is zero ora negative numbgthe sales factor shall be deter

businessn the date Thebase d the fee a tax is the um of (1) outstandimy capital i i i
stock,and (2) surplus and undivided profits. The fee a tax base atributable b Sate minedas described in s. 71.04 (4m) (a) 1., (b) 1., or (¢) 1. or 71.25

Cisdeterminel by a hree—factoapportionmenformula NonresidenCorporation  (6M) (@) 1., (b) 1., or (c) 1., Stats.

Z, which operate a ant in Sate G pays the requiral fee a tax to the ecretay of (c) 1. For taxable years beginning after December 31, 2006
tate. tin Z irt it ti nti t i t ! . . ' ’
State. Corporation Zby virtue dits eration o a fantin SateC fesrexusnSate 5 4 hefore January 1, 2008, persons engaged in business in and

4) State D impose a orporatian franchi® tax measure by ret incone for the O_UtS|dEth|S state, _exc_ept direct alr_ Cam_ers'_ flnancmjann_lza-
privilegeof doing busines in thatstate Corporatio W files a etum basel pon  tions, telecommunications companies, pipeline compampiels,
;%se%ﬂprﬁfmmtgxltg)srgwoﬂﬂ;i;a@ t;t y;hlﬁ gmt:rrrt] S:‘n CI;T%IJ% (l,'f;'ll(']gy v{/SrEssmﬂ:(ig lic utilities, railroads, and sleeping car companies, as defined in ss.
in State D nde the® Groumstances. . 71.04(8) (a) ﬁnd (b) 2. ahnd.?leS (10) (&) alnd (b) 2., Statﬁ.,dan;:i

5) Corporation U is actively engaged in manufacturing farm equipmeminEStateCOrpor.atlor|St at are authorized to use an alternative met O. o
StafeE imposes a net income tax but exempts corporations engaged in manufact@R@ortionmentnder s. 71.25 (14), Stats., shall use an appertion
farm equipment. Corporation U has nexus in State E under these circumstancementfraction as described in s. 71.04 (4) (c) or 71.25 (6) (c), Stats.

6) CorporationV has a siles dfice and warehous locatel in Sate F Sate Fes  Property,payroll, or sales relatetd the production of nonappor
notimpos a orporatia franchie @ income . Corporatinn Vhes rexusin Sate  tjonableincome may not be included in either the numerator or the

i (e) “Nonapportionable income” has the meaning given in genominatorof any of the apportionment factors.
oD 99 " 2. If one ofthe factors described in subd. 1. is omitted pur

71'25(,,5) (b)j, Stats. . o suantto s. 71.04 (10) or 71.25X}, Stats., the percentages of the
(f) “State” means any state of theited States, the DistriCt of 4 ction represented by the remainifagtors shall be adjusted as

Columbla,the comm_onwealth of Puerto_ Rico, and any ternesry follows:

possessionf the United States. A foreign country is natate. a. If either the property factor or payroll facieromitted, the

_ (3) APPORTIONMENTFRACTION. (a) 1. For taxable years begin giner factoshall representll111 percent of the fraction and the
ning before January 1, 2006, pers@mgaged in business in andsg|esfactor shall represent 88.8889 percent of the fraction.

outsidethis state, except direct air carriers, financigamiza- b. If the sales factor is omittethe property factor and the

tions, telecommunications companies, pipeline compaiiels, :
lic utilities, railroads, and sleeping car companies, as defined in%%yroll factor shall each represent 50 percent of the fraction.

71.04(8) (a) and (b) 1. and 71.25 (10) (a) and (b) 1., Stats., and 3. If either the numerator or the denominatothef sales fac
corporationsthat are authorized to use an alternative method ¥ 1S zero ora negative numbethe sales factor shall be deter
apportionmentinder s. 71.25 (14), Stats., shall use an appertighinedas described in s. 71.04 (4m) (a) 1., (b) 1., or (c) 1. or 71.25
mentfraction as described in s. 71.04 (4) (a) or 71.25 (6) (a), StaM) (&) 1., (b) 1., or (c) 1., Stats.
Property,payroll, or sales relatetd the production of nonappor ~ (d) For taxable years beginniafier December 31, 2007, per
tionableincome may not be included in either the numerator or teensengaged in business in and outside this state, except direct air
denominatoiof any of the apportionment factors. cgrrilgrs,financial.oganizglt.ions.,lltelecomlmur:jicatiorés clompanies,

2. If one ofthe factors described in subd. 1. is omitted puP!P€line companies, public utilities, railroads, and sleeping car
suantto s. 71.04 (10) or 71.25X), Stats., the percentages ofrt)h ompaniesas defined in ss. 71.04 (8) (a) and (b) 2. and 71.25 (10)

; e ; a) and (b) 2., Statsand corporations that are authorized to use
Igﬁ((:)t\l;g represented by the remainifagtors shall be adjusted asan alternative method of apportionment under s. 71.25 (14), Stats.,

. . shalluse only the sales factor to compute the apportionment frac
a. If either the property factor or payroll facisromitted, the yjon as provided in s. 71.04 (4) (d) or 71.25 (6) (d), Stats. Sales
otherfactor shall represent 33.3333 percent of the fraction and {€;ieqto the production of nonapportionable income may not be
salesfactor shall represent 66.6667 percent of the fraction.  jnclydedin either thenumerator or the denominator of the sales
b. If the sales factor is omittethe property factor and the factor. If either the numerator or the denominator of the sales fac
payroll factor shall each represent 50 percent of the fraction. tor is zero ora negative numbgthe sales factor shall be deter

3. If either the numerator or the denominatothef sales fac minedas described in ss. 71.04 (4m) (a) 2., (b) 2., or (c)2L.85
tor is zero ora negative numbethe sales factor shall be deter(6m) (a) 2., (b) 2., or (c) 2., Stats.

minedas described in s. 71.04 (4m) (a) 1., (b) 1., or (c) 1. or 71.2ote: See ss.ax 2.46, 2.47, 2.475, 2.48, 2.49, 2.495, 2.50, 2.502, and 2.505 for
(6m) (a) 1 (b) 1. or (C) 1. Stats specialapportionment fractions of interstate direct air carriers, motor carriers, rail

roads, sleeping car companies, pipelines, financial institutions, broker-dealers,

(b) 1. For taxable years beginning after December 31, Zow?st;ieoﬂrgdgésn?fzr:{;\;esgnmdeM?Orpepsi?ci)%zl l;ngftrgvcriltuebr? public utilities, teleeom
and t.)efor.e January 1, 2007.’ persons er.lgageq In b.usmess in rawgie: Corpora?ions tr’1at arz in combing£ups use a modified sales factor to
outsidethis state, except direct air carriers, financi@amiza- computetheir Wisconsin share of apportionable incometioé entire combined
tions, telecommunications companies, pipeline compaipigls, group. See s. 71.255 (5), Stats., andax 2.61 (7) for details.
lic utilities, railroads, and sleeping car companies, as defined in ss(e) The apportionment method may be used only if the tax
71.04(8) (a) and (b) 2. and 71.25 (10) (a) and (b) 2., Stats., goayeror combined group is engaged in business bothistal-
corporationsthat are authorized to use an alternative method sifi and at least one other state or foreign cowenyits business
apportionmentunder s. 71.25 (14), Stats., shall use an appertian Wisconsin is an integral part of a unitary busindsst a com
mentfraction as described in s. 71.04 (4) (b) or 71.25 (6) (b), Steténedgroup that has made the controlled group election provided
Property,payroll, or sales related the production of nonappor in s. 71.255 (2m), Stats., the entire combigeslips business is
tionableincome may not be included in either the numerator or tdeemedo be a single unitary business.

denominatorof any of the apportionment factors. Note: See s. @x 2.395for an alternative method of apportioning the income of
. . . . certaincorporations. A qualifying combined group may also petition fal@nna
2. If one ofthe factors described in subd. 1. is omitted pufive apportionment method. See ax12.64 for details.

suantto s. 71.04 (10) or 71.25:()L.S.tats., the percentages of the (4) PROPERTY FACTOR. (a) Numerator; denominator The
fractionrepresented by the remainifegtors shall be adjusted aspymeratorof the property factor shall include the average value
follows: of the real and tangible personal property owned or rented and
a. If either the property factor or payroll facisromitted, the usedby the taxpayer in Wconsin in the production afpportion
otherfactor shall represent 25 percent of the fraction and the saédeincome during the tax period. The denominator shall include
factorshall represent 75 percent of the fraction. the average value of all of the real and tangible persomgderty
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locatedeverywhere owned or rented and used by the taxpayer in 2. Is the actual sum of money or other considergieyable,
the production of apportionable income during the tax periodirectly or indirectly by the taxpayer or for its benefit for the use
Propertyin transit on the date or dates for determiningvisrage of the property and includes:

\/_alue,as described in paff), Sha.” be considered to be at its-des a. Any amount payab|e for the use of real or tangib|e persona|
tination, for purposes of computing tieoperty factar The value property,or any part of the propertwhether designated as a fixed

of mobile or movable property such as construction equipmestimof money or as a percentage of sales, profits, or otherwise.
trucks, airplanes or other equipment which is located within and Any amount payable as additional rent or in lieu of rents
without Wisconsin during théax period shall be determined for g a5 interest, taxes, insurance, repairs or any other items which

purposesf the numerator of the factor on the basis of the ratio gtg e quired to be paid by the terms of the lease or other afrange
time used, serviced and stored withins@bnsin to total time used, ment,but does not include amounts paicsesvice chages, such

servicedand stored during the tgeriod. Howeveran autome Eéutilities or janitor services. If a payment includes rent and other

bile assigned to a traveli_ng employee Sh"f‘" be includ_ed ‘T‘ f argesunsegregated, such as rental gkarfor public ware
numerator of the factor if the employe®’compensation is pqysesthe amount of rent shall be determined by makingpa
aSNS'?nid? \{\’13007“15(:2 (‘;{‘dir;lh;s F(’;‘)‘yg?ltl factor sonable allocation between the rent and the other items.
ote: Refer to ss. . an . , otats. . . .
(g\ 3. Does not include incidental day—to—day expenses such as

(b) Ownedproperty. Property owned by the taxpayer is valueg o'~ o1 o ccommodations, daily rental of automobiles or

atits original cost for purposes of computing the property fact byaltieshased on extraction of natural resources, whether-repre
As a general rule “original cost” deemed to be the basis of the

roperty for federal income tapurnoses. brior to anv adiust Sentedby delivery or purchase. For this purpose, a royalty
property ourp P y adjust i ¢y desan amount paid to a holder of an interest in real property

. . . . n
ments,at the time of acquisition by the taxpayer and adjusted BY,; -, conetitutes a sharing of current or future production of natu
subsequentapital additions or improvements to the property a | resources from the propertyhether denominated as royalty

partial disposition of the properfyoy reason of sal&xchange, -1 ceqoyalty, rental, delay rental or otherwise.
abandonmen&r ?]ther means'hlf”tge prl?lr&aldcgs‘trﬁ)rofperty IS .. Note: Referto ss. 71.04 (5) (c) and 71.25 (7) (c), Stats.
unascertainablehe property shall be included in the factor atits -, ;

. L Leasehold immvements.Leaseholdmprovementshall,
et vl oo of et of scquston by o 0B o ne purposes of e propery fact et 26 poperty
to netc}ncomé which Qct propertyrs)uch as capitalizations o’f owned by the taxpayer regardless of whether the taxpayer is
repairsand adjustments toventory shall also be included in the entitledto remove the improvements or the improvemesnstt

p | ¥ to the lessor upon expiration of the lease. The original cost of

propertyfactor Theoriginal cost of depletable property such a?easeholdmprovements shall be included in the factor
mines,oil and gas wells and timber shall be reduced by any extrat

tion to the extent that cost depletion has been allowed. Inventoried®) Construction in pogress. Property or equipment under
shall be included in the factor in accordance with vatuation constructionduring the tax period, except mven_torlable goo_ds in
methodused for Visconsin income or franchise tax purposedrocessshall be excluded from the factor urttie property is
Propertyacquired by gift or inheritance shall be included in thBctuallyused by the taxpayer in the regular course of its trade or
factorat its basis for federal income tax purposes. Pollution-aba¥/Siness. If the property is partially used by the taxpayer in the
ment equipment or waste treatment facilities writteh af an regularcourse of its trade or business while under_ construction,
expense under s. 71.04 (2bAd (2g), 1985-86 or prior years theVvalue of the property to the extent used shall be included in the
Stats. but still in use, shall be included at original cost. propertyfactor

Note: Refer to ss. 71.04 (5) (c) and 71.25 (7) (c), Stats. (f) Averaging poperty values.As a general rule the “average

(c) Rented poperty. Property rented by the taxpayer is valueyalue” o_f property shaII_ be determined by averaging the value at
at8 times the net annual rental determined atsalenigth for pur ~ the beginning and ending of the tax period, but department
posesof computing the property factoNet annual rental is the Mayrequire or the taxpayer may utilize the averagingohthly
annualrental paid by the taxpayer allocated by the departmentvaluesduring the tax period if reasonably required to properly
pursuanto s. 71.10 (1), 71.30 () 71.80 (1) (b), Stats., less anyeflectthe average value of the taxpdggsroperty Averagingby
annual rental received by the taxpayer from sub-rentals. [RONthly values shall generally be appligcsubstantial fluctua
exceptionakases this definition of net annual rental may result fPnsin the values of the property exist during tae period, or
anegativevalue or clearly inaccurate valuation. In these excefynereproperty is acquired after the beginning of the tax period or
tional instances, any other method which will properly reflect tHéiSPosedf before the end of the tax period.
netannual rental value may be required bydbpartment or may ~ Note: Refertoss. 71.04 (5) (d) and 71.25 (7) (d), Stats.
be requested by the taxpayer; howeviarno case may the net (5) PAYROLL FACTOR. (&) Numerator; denominator The
annualrental be less than an amount which béfaessame ratio Numeratorof the payrolffactor shall include the total amount paid
to the total annual rental paid by ttexpayer as the rental valuein Wisconsin during the tax period by ttexpayer for compensa
of the part of the property used by the taxpayer irptbeuction tion in theproduction of apportionable income and the denomina

of apportionable income bears to the total rental value of the sd@feshall include the total compensation paid everywhere during
rental property thetax period by the taxpayer in the production of apportionable

: ; . income. Compensation is paid ini¢¢onsin and included in the

(cm) Annual ental. I_n this subsection, annual rental: numeratorif, as provided in ss. 71.04 (6) (b) and 71.25 (8) (b),
1. Is the amount paid as rental for the propfatya 12-month  giats. one of the following applies:

period. Where property is rented for less than a 12-month period, ,, s \ o . -

the netrent paid for the actual period of rental shall constitute th is:(L:.ongi]r? individual's srvice is performe entirely within

“annualrental” for the tax period. Where a taxpayer has rent ’

property for a term of 12 anore months and the tax period for Example: Corporation A has a manufacturing plant located iscdhsin. The
compensatiof an lllinois resident who works at thed&bnsin manufacturing plant

which the property factor is being computed covers a pesfod is includedin the numerator of the payroll factor since the emplayservice is per
lessthan 12 monthssuch as may be due to a igamization or formedentirely in Wsconsin.

changeof accounting period, the net rent paid for the short tax 2. Theindividual's service is performed within and without
periodshall be annualized; howeyérthe rental term is foless  Wisconsin,but the service performed withoutidtonsin is inci
than 12 months, the rent shall be adjusted accordingly dental to the individuad' service within Wsconsin.
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Example: Corporation B has its headquarters and a manufacturing plangin W 3. Deductible management or service fees paid, or manage

consin. Corporation B also has a manufacturing plant located in Indiil@aman :
agerof the Wsconsin manufacturing plant spends two weeks duringathgear at mentor service fees allocated by the department under s. 71.10

the manufacturing plant located in Indiana training the pkamt managerThe com (1), 71.30 (2) or 71.80 (1) (b), Stats., to a related corporation, as
pensatiorof the Wsconsin plant manager i_s inclqded i_n t‘he.numerator of the payrq]efinedin section 267 (f) (1) of the Internal Revenue Code, as con
factor because the purposes performed in Indiana is incidental to the seswice siderationfor the performance of personal services. As provided

formedin Wisconsin. N L
3. A portion of the service is performed irisébnsin and the N S- 71.25 (8) (d), Stats., the recipient of these fees may not

baseof operations of the individual is in @¢onsin includethe compensation paid to its employees with respeieto
E e: C fion G h leics located in Vis a Asal personalservices in either the numerator or denominator of its
Xample: Corporation as a salesl ocated In consin. salesperson H P HS
working out of the Visconsin dfice solicits saleg Wisconsin, Minnesota and lowa. payroll fa,Ctor and the SItU§ of tfees is in Visconsin if the ser
Sincea portion of the salesperssiservice is performed Wisconsin and the sales  vicesfulfill one of the requirements of pgia). Except for these
person’sbaseof operations is in \consin, the compensation of the salesperson imanagemenor service fees, payments made to an independent

'ndujed: the ?.umeraﬁrhm the payroll factor ¢ dini . d if contractoror any other person not properly classifiable as an
. A portion of the service is performed indtbnsin and, i employeeare excluded.

thereis no base of operations, the place from which the individu _ o
Examples: 1) CorporatiomA, headquartered in lllinois, owns 100% of the stock

al's service is directed or controlled is instbnsin. of Corporation B which is headquarteredffisconsin. Employees of Corporation
Example: Corporation D has its regional saleficefin Wisconsin. An lowaresi A perform allthe accounting functions for Corporation B. For these services Corpo

dentworks out of her home as a salesperson for Corporation D and solicits sale@fpn A chaged $30,000 of dite payroll as management fees to Corporation B,

lowa, lllinois and Wsconsin. The salesperson is directed fithin regional sales Which paid that amount to Corporation A. If the employees of Corporation A that

office located in Visconsin. The compensation of the lowa salesperson is include@rformedthe accounting services for Corporat®mvere based in lllinois and spent

in the numerator of the payroll factor since a portion of her service is performeddifly part of their time in Méconsin while performing these services, no portibn

Wisconsin,she has no base of operations and she is directed fiscoin. the $30,000 is includable in the numerator of gagroll factor of Corporation B

. s e . becauséhe services do not meet the requirements of(@ar The entire $30,000 is
5. A portion of the service is performed withirisdbnsin and  jcjudablein the denominator of the payroll factor of Corporation B. If Corporation

neitherthe basef operations of the individual nor the place fron files a Wisconsin return on the apportionment basis, it may not include in its com
which the service is directed or controlledrisany state in which putationof the payroll factor the $30,000 paid to its employees for services they per

X - T . formedfor Corporation B.
somepart of theservice is performed, but the individsafesi e fion C. headauartered in : 100% of the stock of C
denceis in WSCOHSin. ) orporation C, headquartered insdbnsin,owns 0 Of the stock of CORpOo

rationD which is also headquartered insdbnsin. Employees of Corporation C-pre

Example: Corporation E is headquartered in and has its sdies iof Indiana and ~ pareall taxreturns for Corporation D. For these services Corporation @ethar
maintainsinventory in Wsconsin. A Wisconsin resident salesperson solicits sales i$20,0000f tax department payroll asanagement fees to Corporation D, which paid
Wisconsinand Minnesota. The compensation of thésdthsin salespersos  that amount to Corporation C. All of the services were performedsodnsin. The
includedin the numerator of the payroll factor since a portion of the salespessan’ $20,000is included in both the numeratand denominator of the payroll factor of
vice is performed in Wconsin, the salesperson is a residerwisiconsin and the CorporationD. Corporation C may not include the $20,000 in eithentimreerator
salespersois directed or controlled from Indiana but performsseovices in Indi  or denominator of its payroll factor
ana. Note: Refer to ss. 71.04 (6) (d) and 71.25 (8) (d), Stats.

6. The individual is neither a resident of nor performs services (d) Excludable compensatiorCompensation paid fmroduce

in Wisconsin but is directed or controlled from afiagf in Wis-  nonapportionabléncome or lossesr income exempt from taxa
consinandreturns to Viéconsin periodically for business pur tion under ch. 71, Stats., may notibeluded in the numerator or
posesand the state in which thiedividual resides does not havedenominatoiof the payroll factor
jurisdictionto impose income or franchise taxes on the employerNote: Refer to ss. 71.04 (6) (c) and 71.25 (8) (c), Stats.

Example: Corporation F has its saleffice in Wisconsin. A salesperson resides (6) SaLEsFAcTOR. (&) Numerator; denominatorThe numer
in Nebraska and solicits sales in Nebraska and Kansas. Corporation F does notaggeof the sales factor shall include ttaxpayets gross receipts
nexusin Nebraska or Kansas. Thalesperson returns to thesébnsin sales &ite ; ; ; ;
for two weeks each year for meetings and training. The compensation of Iﬁgm sales that are in thIS_ statad the denominator Sha”_ include
Nebraskasalesperson is included in the numerator ofpiigroll factor since he is the taxpayers gross receipts from saleserywhere during the
directedfrom an ofice in Wisconsin, returngo Wisconsin periodically for business taxableyear Gross receipts that are not derived in the production
purposesand Corporation F does not have nexus in Nebraska. of apportionabléncome and items described in ss. 71.04 (7) (f)

Note: Refer to ss. 71.04 (6) (a) and (b) and 71.25 (8) (a) and (b), Stats. X .
. Lo - and71.25 (9) (f), Stats., may not be included in the sales factor
(b) Services.An individual shall be considered to be perform Note: A corporation that is a combined group member must adjust its sales factor

ing a service in \consin during the year if the individual per nymeratormnd denominator as described inax 2.61 (7).

forms services in Wsconsin for at leash days during the year (1 gajes of tangible personalgperty attributable to Wcon-
The compensation of any one employee may not be split betwegg 7 - Gross receipts from tisales of tangible personal property
2 or more states during the year; howeeis does not apply if oy cent sales to the federal government as described in subd. 4., are
theemployee is transferred or changes positions during the y§aiajsconsin if the property is delivered shipped to a purchaser

(c) Compensation.Compensation includes: within Wisconsin regardless of the f.0.b. point or other conditions

1. Wages, salaries, commissions amy other form of remu of the sales.Some situations in which property is considered to
neration paid to employees for personal services includinge delivered or shipped to a purchaser withiisétnsin are if:

amountscontributed to a qualified cash or deferred arrangement a, The property ipicked up outside Wconsin by a purchaser
under section 401 (k) of the Internal Revenue Code on behalffvinga Wsconsin business location and the purchaser returns to
employeesvho have elected to participate in the plan. Howevepisconsinwith the property

matchingcontributions tdhe trust by an employer under S_eCtlon Example: Corporation B is a Minnesota brewer that sells beer tesedhsin pur

401 (k) of the Internal Revenue Code are not included since th@serto be pickedip at the brewes shipping dock in Minnesota. The purchaser

employeegdo not have a righo receive the matching contribu is a beer distributor which used its own vehicle to pick up the beer and haul it back
tions directly in cash to Wisconsin. Corporation B is subject to the tax by the stateigsddfsin. These
y ' docksales are assigned tasgbnsin in Corporation B’sales factor in its apportion

2. The value of board, rent, housing, lodging and other-bemeentformula for Wsconsin tax purposes, since the purctiadecation is inMscon-

- : ; ; sinand the product is shipped tasabnsin. Therefore, Corporation B, foidsbnsin
fits or services furnished to employeta;sthe taxpayer in return franchisetax purposes, will include the amount of this dock sale in both the numerator

for personal services, provided that these amounts constitai@the denominator of the sales factor
incometo therecipient under the federal Internal Revenue CodeNote: InPabst Bewing Co. WNisconsin Department of Reven(@. App. Dist.

i ; dhse 'V 1986), 130 Ws. 2d 291, the taxpayer sddger to an lllinois distributor who picked
for the year for which the payroll factor is computed. In it up in its own truck at the taxpayeiisconsin shipping dock and hauled it to-llli

of emplOY_e_eS not SUbje_Ct to the federal |ntemal_ ReVMv nois. The Court held that the sales were n@ddhsin sales, since the location of the
such as citizens of foreign countries employed in foreign-cousurchasemather than the locatiosf the pickup of the product, controlled the deter

tries, the determination of whether the benefits or services eongtinationof where the salwas assigned for purposes of the sales fadtbe Court
notedthatif the sales were assigned tas@bnsin, the method of delivery condition

IUte'ncome_to the employees shall be mad(hasgh the employ of the sale, would be the determinative, which is contrasyetinite. These sales are
eesare subject to the federal Internal Revenue Code. referredto as “dock sales,” which are those sales where a purchaser uses its owned
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or rented vehicles a common carrier it has made arrangements with to take delivery 4. With respect to sales to the federal government:

of the product at the seller-taxpaygeshipping dock. i .
P payeshipbing a. Gross receipts from the sales of tangible personal property

b. Thetaxpayerat the designation of the purchasamrthe ; g b h .
purchaserdeliversto or has the property shipped to a recipierd’€/n Wisconsin if the property is shipped from afia#, store,
warehousefactory or other place of storage inisdbnsin and

otherthan the purchaser withinig¢onsin. . ; = :
E e C tion M is a \iconsi tacturer thagls olumbi deliveredto the federal government, including its agencies and
Xample: Corporation IS a gconsin manutacturer S plumbing ware e H B .
to an lllinois wholesaler and retailer to piekedup at the manufacturershipping instrumentalitiesjn Wisconsin regardless of the f.0.b. point or

dockin Wisconsin. The purchaser has its corporate headquarters in llinois. The gatherconditions of sale. For purposes of this section, only sales

chasewuses its own vehicle to pick up plumbing warel haul it to the job site of the for which the federal government makes direct payment to the
purchaser'sustomer The customeis a plumbing contractor that is working on a

newmotelbeing constructed in Madison,istfonsin. These dock sales are assigne§€ll€r pursuant to the terms of its contract constitute Sald&EtO_

to Wisconsin in Corporation M'sales factor in its apportionment formulafds- ~ federalgovernment. Thus, sales by a subcontractor to the prime
consintax purposes, since the purchadseustomes location is in Wsconsin and ;

the product is shippetb Wisconsin. The delivery to the plumbing contractor was a?ontraCtor'th.e party to the contract with the federal government,
the designation of the purchaser and that is where the product was delivered. TH#@NOt constitute sales to the federal government.

fore, Corporation M, for isconsin franchise tax purposes, is required to include the . :
amountof this dock sale in both the numerator and the denominator of the sales factor b. Gross receipts from the sales of tang'ble personal property

c. The shipment bgither the taxpayer or the purchaser termf'€in Wisconsin if the property is shipped from afic#, store,

natesin Wisconsin, even though the property is subsequentijarehousefactory or other place of storage inisonsin and
transferrecby the purchaser to another state. deliveredto the federal government, including its agencies and
, ; . i ) instrumentalities putside Visconsin and the taxpayer does not

Example: Corporation B has a Mtonsin manufacturing plant which makesh in the destinati tat For t bl beginni
enginesfor an Indiana based manufacturditle to the engines passes to the-pur N@VENEXUS IN the destnation state. For taxable years beginning
chaserfter the engines are tested. Corporation B, at the direction of the purchabgforeJanuary 1, 2009, the amount included in the numerator of
ships the tested engines to a public warehousasndfsin. The warehouse stores 0, i
theengines until directed to ship them by the purchaEkese sales are included in the salesfactor shall be.50./0 of the gross receipts from the sale.
the numerator of theales factor for Corporation B since the public warehouse is cofrOr taxable years beginning on or after January 1, 2009, the
sideredto be a business location of the Indiana purchaser and the wareHooate® gmountincluded in the numerataf the sales factor shall be the

in Wisconsin. .
L . . I f h le.
d. The recipient isn Wisconsin, even though the property |st0ta gross receipts from the §ae
orderedfrom outside Visconsin. 5. For purposes of applying subds. 2. to 4., whether the tax

Example: Corporation A manufactures batteries at a location isc@visin. It payerhas nexus in the destination state is determined using the
sellsbatteriego an lllinois retailer which operates stores nationwide. The p.urchas%'ameStandards as set forth in 91X12.82.

ordersthe batteries from its lllinois location and directs Corporatida ship the bat (c) Leases,entals, or licensing of tangible personabperty
teriesto its warehouse in 1tonsin. These sales are included in the numerator of the _, % ! - . i
salesfactor since the batteries were shipped toisc@sin location. attributable to Visconsin. 1. Except aglescribed in subd. 2., the

e. The property is being shipped ayseller or purchaser from numeratorof the sales factor includes gross receipts from the
one state to a consignee in another state and is diverted wh@aserental, licensing, or other use of tangible personal property
enrouteto apurchaser in \lconsin, or the designee of a purchasétwnedby the taxpayer and the sublease of tangible personal prop
whois in Wisconsin. erty if the property is located in this state during the entire period

Example: Corporation X, a manufacturer located in Supekisconsin, sells a ,Of Ieasej rental, "C‘?ns'”gv SUblease_' or other lfsﬁhe property
portion of its manufactured product \A&onsignment arrangement with a retailer-is used in and outside this state during the period of lease, rental,

consigneen Chicago, lllinois. Pursuant to an ordem the Chicago consignee for T]icensing or sublease gross receipts are includebe numerator
additionalinventory Corporation X ships via its own trucks additional inventory o ! .

its product to Chicago. After entering lllinois but before reaching Chicago, the driv@f the sales factor to the extent tra property is used in this state.
receivesinstructions from the consignee to deliver the entire load to a customerTine proportion of use ithis state is determined by multiplying the
Beloit, Wisconsin. Since the property was shipped to a purchaserisadfsin, the ; f H
saleis attributable to \Mconsi‘?} a’?]d t)(\e gross r?(gceipts fr’c))m the aedeincluded in grossreceipts from the Ieasgantal, Illcensmg, sublease, or other
boththe numerator and denominator of Corporatios $éles factor useof the property by a fraction having aswamerator the number

2. If the taxpayer does nbave nexus in the state of destina0f days the property is in this state while leased, rented, licensed,
tion, the sale is attributed toi¥¢onsin if the property is shippedoOr subleased in the taxable year and having dsnominator the
from an ofice, store, warehouse, factory or other place of storatgial number of days that the property is leased, rented, licensed,
in Wisconsin. For taxable years beginningfore January 1, or subleased in all states having jurisdiction to tax the taxpayer
2009, the amount included in the numeratortioé sales factor duringthe taxable year
shallbe 50% of the gross receipts from the sale. For taxable years2, Gross receipts from the lease, rental, or licensing of moving
beginningon or after January 1, 2009, the amount included in thgoperty,including motor vehicles, rolling stock, aircraft, vessels,
numerator of the sales factor shall be the total gross receipts fi@mobile equipment, ownelly the taxpayer and the sublease of
thesale. For purposes of this subdivision: moving property are included in the numeratothw sales factor

a. Sales are attributed toi¥¢onsin everthough the taxpayer to the extent that the property is used in this state. The proportion
hasa certificate of authority in the state of destination but the busif use of moving property in this state is determined as follows:
nessactivities in the destination state do not result in nexus based 5. The proportion of use @ motor vehicle or rolling stock in

onthe standards in saX 2.82. this state isleterminedby multiplying the gross receipts from the
b. Sales are not attributed toistonsin if the taxpayer is lease, rental, licensing, or sublease of the motor vehicle or rolling
incorporatedn the state of destination other thafs@énsin. stockby a fraction having as a numerator the number of miles trav
3. If a taxpayess salesperson located in aficaf in Wisconsin  eledwithin this state by the motor vehicle or rolling stock while
makesa sale to a purchaser in another state in which the taxpalgasedrented, licensed, or subleased in the taxable year and hav
doesnot havenexus and the property is not shipped or deliverédg as a denominator the total numlmérmiles traveled by the

from Wisconsin, the following rules apply: motor vehicle or rolling stock while leased, rented, licensed, or
a. If the taxpayer has nexus in the state from which the prop/bleasedn the taxable year
erty is delivered or shipped, then the sale is in that state. b. The proportion of use of an aircraft in this state is deter

b. If the taxpayer does not have nexus in the stateviroich mined by multiplying the gross receipts from the lease, rental,
the property isdelivered or shipped, then the sale is isédnsin. licensing, or sublease of the aircraft by a fraction having as a
For taxable years beginning before January 1, 2009, the amoounmeratorthe number of taketsf and landings of the aircraft in
includedin the numerator of the sales factor shalbbés of the this state while leasedented, licensed, or subleased in the taxable
grossreceipts from the sale. For taxable years beginning ony®arand having as denominator the total number of taksaind
afterJanuary 1, 2009, the amount included in the numerator of taadingsof the aircraft while leased, rented, licensed, or subleased
salesfactor shall be the total gross receipts from the sale. in the taxable year
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¢. The proportion of &essel or mobile equipment in this statéocationsin this state, or other data that reflects the relative usage
is determined by multiplying the gross receipts from the leass,the intangible property in this state.

rental licensing, or subleassf the vessel or mobile equipmentby 2 |f the purchasés or licenses billing address or commer
afraction having as a numerator the number of days that the vegsgl domicile is in this statethat billing address or commercial
or mobile equipment is in this state while leased, rented, licensg@micile may not conclusively determine that the transactiém is
or subleased in the taxable year and having dsnominator the this state except in cases where the location obfidee intangible
total number ofdays that the vessel or mobile equipment is leasgftopertycannot be determined. If the location of use of the intan
rented licensed, or subleased in the taxable year gible property cannot be determined, subds. 3. and 4..apply

d. If the taxpayer is unable wetermine the use of moving 3. If the location of use of the intangitpeoperty cannot be
property under subd. 2. a., b., or c. while the property is leasgéterminedthe gross receipts from the sale of, license of, or other
rented, licensed, or subleased in the taxable y&@ moving receiptsfrom allowing use of intangiblproperty are in this state
propertyis conclusively deemed to be used in the state in whiffhthe purchaseés or licenses commercial domicile is ithis
the property is located at the time that the lessee, licensee,-or sithte.

lesseetakes possession of the property 4. If subd. 3. would otherwise apply except that the state of

(d) Sales, leasesentals, or licensing akal pioperty attribut  the purchases or licenses’ commercial domicile cannot be
able to Wisconsin. The numerator of the sales factor includedetermined,the gross receiptBom the sale of, license of, or
grossreceipts from the sale, lease, rental, licensing, or aer allowing use of intangible propergyre in this state if the purchaser
of real property owned by the taxpayer if the real property is licensee is billed for the purchase, license, or use of the intangi
locatedin this state and gross receipts from the sublease of rb® property at a location in this state.

propertyif the real property is located in this state. (i) The provisions of pars. (c) to (h) shall also agplyales to
(e) Receipts attributableo Wssconsin fom the use of computer the federal government.

software. Receipts attributable to i¥¢onsin from providing the  Note: Section &x 2.39 interprets ss. 71.04 (4), (4m), (5), (6), (7), (10), akid (1
useof computer software are determirgsiprovided in ss. 71.04 71.25(), (6), (6m), (7), (8), (9), @, and (15), and 71.255 (5), Stats.

7) (df d 71.25 (9) (df). Stat Note: The provisions of s.ak 2.39 first apply for taxable years beginning on Janu
(7) (df) an : (9) ( .)' . ats. ary 1, 2005. For returns required under combined reporting, the provisionsaaf s. T

Note: For taxable years beginning after Decener2004 and before January 2.39first apply for taxable years beginning on January 1, 2009.

1, 2009, subd. 3. of ss. 71.04 (7) (df) and 71.25 (9) (df), Stats., pravidedithe  History: Cr. RegisterAugust, 1973, No. 212, feB-1-73; cr (Lm); r and recr
taxpayeris not subject to income tax in the state in which the gross receipts are congi§l(f) 5. "RegisterNovember1973, No. 215; &f12-1-73; cr(intro.), RegisterJan
eredreceived but the taxpaysrcommercial domicile is in 18consin, 50 percent of yary, 1978, No. 265, &2-1-78; r and recr Register June, 1991, No. 426, fef
thetaxpayets receipts from the transaction are included in the numerator of the sateg-91;am. (2) (f), (4) (c), (cm) 2. a. and (f),(6) (b) 2. b., renum. (6) (b) 2. c. to
factor. This provision was repealed by 2009%sWAct 28. be (6) (b) 2. b., RegisteMay, 1995, No. 473, &f6-1-95 emeg. am. (3) (a) (intro.),

i i i eff. 9-19-98; am. (3) (a) (intro.), Registétarch, 1999, No. 519, e4-1-99; CR
_ () Salesof services attributable to ¥éonsin. Sales of ser g 437" Vard ) (@), (b) 'and (@), (6) (2) and (b) 4.andirecr(3) and (6)
vicesare attributable to Wconsinif the benefit of the service is (c), r. (6) (b) 4. b. and (7), renum. (6) (b) 4. c. to be (6)4(H). and am., Register

i i i i vember2006 No. 61, ef. 12-1-06; EmR0943: £f12-31-09 and CR 10-001:

rgceé\;]edgtV\fsconsm, as provided in ss. 71.04 (7) (dh) and 71.%?1‘(1)’ Gr ) @) @ (e @ (6 B L2 (rtro) 3 b. 4 b (B ({10)
(9) (dh), Stats. o cr. (2) (ag), (ar), (cm), (6) (b) 5., and (d) to (i)8) (c) L. to 4., 7. and 8., renum. (6)

Note: For taxable years beginning after Decentfer2004 and before January (c) 5.'and 6. to be (6) (c) 1. and 2. and am. (6) (end.2. d. Register June 2010 No.
1, 2009, subd. 4. of ss. 71.04 (7) (dh) and 71.25 (9) (dh), Stats., provided that if¢6&,eff. 7-1-10; correction in (2) (cm) made under s. 13.92 (4) (b) 4., Stats., Register
taxpayer is not subject to income taxhe state in which the benefit of the serviceJune2010 No. 654.
is received, 50 percent dfe taxpayes receipts from the transaction are included in
the numerator of the sales factor to the extent the taxjsageployees or representa . .
tives performed the service from a location iniséénsin. This provision was Tax 2.395 Alternative method of apportionment.
repealecby 2009 Ws. Act 28. (1) DeriNiTIONS. In this section:

~(9) Receipts om intangible poperty for taxable years begin  (a) “Corporate restructuring” means the transfer by a corpora
ning befoe January 1, 2009For taxable years beginning beforeion of part or all of its property and employge®ne or more sub
Januaryl, 2009, the numerator of the sales factor includes grasgiariesin exchange for 100% of the subsidiargtock.
receiptsfrom the sale, licensing the use of, or other use of intangi ) “Corporation” meansa corporation for profit that is incor
ble property if the income producing activity occurs in this statgoratedunder ch. 180, Stats., or under kaw of another state, the
during the taxable yearlf the income producing activity occurs pistrict of Columbia or a foreign country and is subject to tax
in and outside this state, the gross receipts shall be allocaigders. 71.23 (1) or (2), Stats.

betweenthose states having jurisdictibtmtax the taxpayer based (c) “Subsidiary” means a corporation that files an application

on the direcicosts of performance. For purposes of this -parg derthis sectionwith a corporation that directly or indirectly

graph,“income producing activity” means the act or acts engag o K
in by the taxpayeror persons acting on behalf of the taxpajger sg/lrrllzllr?é)m of the total value or share of all classes of its stioEek

the ultimate purpose of obtaining gains or profit, and “cosfseef ) . . . -
formance”means direct costs determined in a mawnesistent __ (d) “Unfair representation of the degree of business activity
with generally accepted accounting principiesl in accordance this state” means that the sum of theswénsin tax liability othe
with accepted conditions or practices in tiagle or business of the COrporationand its subsidiaries calculated under s. 71.25 (6),

taxpayer. Stats. exceeds 200% of thei¥¢onsin tax liability that the corpo
Note: Refer to ss. 71.04 (7) (d), (df), and (dh) and 71.25 (9) (d), (df)(@me 'ation would have owed if corporate restructuring had not
2007-08Stats., as &cted by 2005 . Act 25. occurredand results in at least $2 million of additionabk@nsin

(h) Receipts fom intangible poperty for taxable years begin taxliability.
ning on or after Januarg, 2009. For taxable years beginning on Note: This. definitic?n applies. on!y. for purposes of s. 71.25 (14), Stats.
or after January 1, 2009, the amount includable in the numerator(e) “Wisconsin tax liability”means the gross tax computed
of the sales factor for gross receipts from the sale of, license ofupgers. 71.23 (1) or (2), Stats.
allowing use of intangible property in this state is determined as (2) WHo MAY FILE AN APPLICATION. A corporation together
providedin ss. 71.04 (7{dj) and (dk) and 71.25 (9) (dj) and (dk),with its subsidiary may file an application on or before January 1,
Stats. For purposes of applying these paragraphs, the followirB)00to use an alternative method of apportionment under this
rulesapply: sectionif all of the following conditions are met:

1. To determine the purcha&gor licenses' use of intangible (a) The corporation is not a financiabanization aslefined
propertyin this state, factors that may be considered include times. 71.25 (10) (a), Stats., a public utility as defined in s. 71.25 (10)
numberof licensed sites in each state, the volume of propeiy), Stats., ol tax—option corporation as defined in s. 71.34 (2),
manufacturedproduced, or sold pursuant to the arrangement &tats.
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(b) The corporation is a party to a corporate restructuring that (b) Weighting the factors other than 50% sales, 25% property
occursafter June 30, 1998 and before January 1, 2000. and25% payroll.

(c) The corporation retains direct or indirect ownersbiip (c) Allocating sales, other than sales of tangible pergoogl
100% of the subsidiarg stock andhe subsidiary has not beenerty, to the state in which the corporatisustomers are located
engaged in business in or outside this state since the dite ofor purposes of computing tmeimerator of the sales factdfor
incorporation. purposef this paragraph:

(d) As a result othe corporate restructuring, the use of the 1. A sale is allocated to the location where the customer
allocationand separate accounting method or the apportionmeeceivesthe benefit of the service.
methodprescribed under s. 71.25 (6), Stats., would result in an 2. If the customer receives the benefit of the service in more
unfair representation of the degree of business activity in thisanone state, thgross receipts are includable in the numerator
state,given the same level of sales, payroll and property for tia¢ the apportionment factor in proportion to tadent the recipi
corporationand its subsidiaries. entreceives the benefit of the service in each state.

(3) CONTENT OF THE APPLICATION. The application shall set  (d) Including one or more additional factors which will fairly
forth a complete statement of the facts and reasons relating torédjsresenthe corporatiors or the subsidiaries’ business activity
requestto use an alternative method of apportioning income tg this state.

Wisconsin,including the following: (e) Allowing one method for apportioning the business income

(a) The full name, address afetleral employer identification of the corporation and another method for apportioning the busi
numberof the corporation applying for the change in apportiomessincome of a subsidiary

ment method. (f) Allowing the corporation and one or more subsidiaries to

(b) The full name, address afetleral employer identification computetheir Wisconsin tax liability by adding together their
numberof the subsidiaries that are a party to the corporate restrapportionabléncome and apportionment factors, eliminating any
turing. If this information is not available when the application ittercompanytransactions, computing theis/onsin tax liability
filed, it shall be provided to the department as an amendmentthough the group were one taxpayer and dividing the combined
the application ateast 60 days before a return using an alternatiViédisconsintax liability among the corporations based on their
apportionmenmethod is filed. shareof the groups Wisconsin business income.

(c) The corporatiors and the subsidiaries’ taxable yed@he (g) Allowing any other apportionment method that will fairly
subsidiaries shall have the same taxable year as the corporatiepresenthe corporatiors and the subsidiaries’ business activity

(d) The taxable year for which the corporation wishes tH@ this state.

changeto become ééctive. (5) REVIEW OF THE APPLICATION. The department shalview
(e) A detailed description of the corporate structure and bu#€ information submitted and follow the procedure specified in
nessoperations before the corporate restructuring. s.71.25 (14) (c), Stats., befomsuing a written decision regarding

theuse of an alternative method of apportionment. The corpora
tion shall receive written approval before using #iernative
method.

() A detailed description of the corporate structure lzusi
nessoperations after the corporate restructuring.

(9) The present allocation or apportionment method Used ) v pps FORWHICH USE OF ALTERNATIVE METHOD OF APPOR

Wisconsin. o . . TIONMENT APPLIES. (&) Except as provided in pglb), once an
(h) A descriptionof the alternative apportionment methodsternativemethod ofapportionment has been approved for a tax
requested. ableyear the corporation shall use it for that taxable year and all
(i) A complete and precise statement of the reasons for tfusequentaxable years, unless the department finds thefuse
modificationrequested, including why the present method doéwe alternative apportionment methizdno longer appropriate as
notfairly represent the activities tiie corporation and its subsid determinedunder sub. (7) (b).

iariesin Wisconsin. (b) Notwithstanding paa), the aggregate of the corporation’

() Calculations using data from the most recently filed teandthesubsidiaries’ Wsconsin tax liability shall be the greater of
returnprior to July 1, 1998, showing that theésébnsin tax liabil  the Wisconsin tax liability calculated using the approved alterna
ity of the corporation and its subsidiaries using the present mettive apportionment othe Wsconsin tax liability calculated as if
of allocation or apportionment would resultan unfair represen the corporate restructuring had not taken place.

tation of the degree of business activity in this state. (7) REVOCATION OF USE OF ALTERNATIVE METHOD OF APPOR

(k) Calculations using data from the most recently filed tamONMENT. (a) 1. If the department upon audit or review finds that
returnprior to July 1, 1998, showing that thésabnsin tax liabil  the use of the apportionment method prescribed in s. 71.25 (6),
ity of the corporation and its subsidiaries usimgproposed alter Stats.,does not result in an unfair representation of the degree of
nativemethod of apportionment does not result in legsc@nsin - businessactivity in this state fothe first taxable year for which an
franchiseor income tax than the corporation woublgl liable for alternativemethod of apportionment was approved, the corpora
without restructuring. tion and its subsidiaries shaécalculate their Wgconsin tax lia

(L) Any other information relevant tthe application the bilities under s. 71.25 (6), Stats.
departmentequires othe corporation believes may have a bear 2. If the department upon audit review finds that the use of
ing on the departmesstdecision about whether to grant éppor  the alternative apportionment methodsinbsequent taxable years
tionmentmethod requested. is no Io(r]'llger apé)r%priate a,?] déeteqmilned uhnder(b;zrthe corpc|>ra
ian i ; ; tion and its subsidiaries sha#calculate their ¥consin tax lia
me(r?:;t\tlxgetmeg é??hzogg%:ﬁggf_ being auditdthe depart bilities under s. 71.25 (6%tats., for each of the subsequent tax
Note: The application shall be mailed to the following address: Administrator é}bbyears'
the Division of Income, Sales and Excisaxs, Visconsin Department of Revenue,  (b) In determining whether a corporation may continue to use
P.0.Box 8933, Madison, W1 53708-8933. the alternative method of apportionmettie department shall
(4) ALTERNATIVE METHODS OF APPORTIONMENT. The depart ook for a continued substantial amount ofeliénce between the
mentmay authorize any one arcombination of the following tax liability calculated pursuant to s. 71.25 (6), Stats., and the tax

alternativemethods of apportionment: liability had the restructuring not taken place. The department
(&) Excluding any on®r more of the propertyayroll and shallalso consider any additional information the corporation has
salesfactors. submittedpursuant to sub. (8).
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(c) If the department finds for a period of at least three conseftom the department upon written application setting fanth
tive taxable years that a substanti#ference in tax liability as detailthe reasons why the desired change will more cleefligct
determinedn par (b) no longerexists, the corporation may nothe taxpayets Wsconsin income. Such application shaé
longeruse the approved alternative apportionment method. mailedto the Wsconsin Department of RevenugQPBox 8906,

(d) If the department terminatehe approved alternative Madison,WI 53708-8906 before the end of the tax year for which
apportionmenmmethod, in a subsequent taxapé@r the corpora  the change is desired.
tion may request a new alternative method of apportionment. Thg_"tte 5_913“3“5%’( 2-44F;”t9fF;§tStSS- er-g% [(14)Nandl gsl-zfléﬁ)vlséfs- R
departmenshall submit the new proposed alternative method Qfc; =R uan 1675, No. 250, 13- h-75: am. RegisteBepiemberl 983, No. 333,
apportionmento the co—-chairpersons of the joint committee fosff. 10-1-83; corrections made under s. 13.93 (2m) (b) 6., Stats., Relgiateh,
review of administrative rules pursuant to s. 71.25 (14) (c), Staf§99,No. 519.

(8) FILING OF RETURN. For each taxable yedhe corporation ) ) )
andits subsidiaries shall file with thei¥isconsin corporate fran ~ 1ax 2.45 Apportionment in special cases. ~ Whenthe
chiseor income tax returns schedules setting fortictieulations  bUSinesf any person, other than an interstate professional sports
requiredunder sub. (6), as well as a calculation of the tax liabiligub or “financial oganization” or“public utility’ as defined in s.
of the corporation and its subsidiaries undefis25 (6), Stats. /1-25(10), Stats., within consin is an integral part of a unitary
The corporation and its subsidiaries shattach a copy of the businessonducted within and without ¥¢onsin, but because of
department'sapproval to usean alternative apportionmentunusualor unique circumstancése portion of the income of the
methodto the front of each return filed. Therporation may also Personderived from business transactedAfsconsin cannot be
include additional explanatory material relative to its businesdScertaineavith reasonable certainty by use of #mportionment
activity. The returns shall be filed with the departmermiudit formulaprovided in s71.25 (6), Stats., or by separate accounting

bureau. in view of the unitary nature ahe business, the department will
Note: The address for mailing the returns isudit Bureau, Visconsin Depart  SUDStitutein the place of some or all tfe statutory apportionment
mentof Revenue, B. Box 8906, Madison, WI 53708-8906. factorsanother factor or other factors as will reasonalpigortion

(9) ConriDENTIALITY. All documents related to a request fotto Wisconsinthe business income properly assignable iscdn-
an alternative method of apportionment shall be subject to th#. In any case in which an apportionment of business income is
confidentiality provisions of s. 71.78, Stats. madepursuant to this regulation the taxpayarthe time of the

Note: Section Bx 2.395 interprets s. 71.25 (14), Stats. assessmentyill be apprised of the factors used in the formula

History: Emeqg. cr eff. 9-19-98; crRegisterMarch, 1999, No. 519, fe#i—1-99. adopted.

Note: Section Bax 2.45 interprets s. 71.25 (12), Stats.

Tax 2.41 Separate accounting method. (1) Whenthe  History: Cr RegisterDecemberl956, No. 12, &1-1-57; am. RegisteAugust,
separateccounting method is used, separate records must be I%@np%’\‘o: 212, ?T 3‘1‘733 an. R%@f!iswlsemembeﬂ%& No. 333, &f10-1-83;
of sales, cost of sales and expenses for tisedisin businesas = (edisteruly 1989, No. 403, &f8-1-89.
distinct from the remainder of the businesBverhead items of . f ionable i f
incomeand expense must then be allocated to the business With'&r;rax 2.46 Apportionment of apportionable income o
andwithoutWisconsin upon a basis or combination of bases justiterstate air carriers. (1) GENERAL. The apportionable
fied by the facts and conditions. Fexample: the ratio of iscon- 1COMeof an air carrier engaged in businessum outside this
sin sales to total sales usually represents a satisfauasiy for a Stateshall be apportioned to 8onsin as described in this sec
merchandising business, while traio of direct cost of material 1ON: €xcept if theair carrier is in a combined group, itssgbnsin

VA ; ; are of the combined grosmpportionable income is computed
gr&%lggtc:lrjér;igsgﬁr;ﬁ:gg.the total gives a more accurate result fE’lgprovided in s. 71.255 (5), Stats., and further detailed ias. T

. . 2.61 (7).
(a) Federal income taxe_s are _based _uDon Income and_ShOU| te: An air carrier that is a corporation mhag in a combined group for taxable
therefore,be allocated to W¥consin business on the basis 0Ofearsbeginning on or after January 1, 2009. Sees.2T61 (2) for a description of
income. Federal income taxes are deductible for incomars corporationgequired to use combined reporting.
through1974 only on the cash basis, and the allocatidsoon- (2) DeriniTION. In this section, “engaged in business in and
sinbusiness for any yeaherefore, must be based upon the ratioutsidethis state” has the same meaning as ira%.2139 (2) (b).

of income within Wsconsin to the total income of the year on (3) ApPORTIONMENTFORMULA COMPUTATION. An air carrier

which the federal income taxewe assessed, even though thahatis engageih business in and outside this state shall apportion
ratio differs from the ratio of the year in which the taxesaatet i apportionable income to this state on the basis ofatie

ally paid. Federal income taxese not deductible for income pptainedby taking the arithmetical average of the following 3
years1975 and thereafter ratios:

~(b) The relationship of the general overhead items isziii- (a) The ratio which the aircraft arrivals and departures within
sin operations will determine whether the homfcefincome and - ths state scheduled ksuch carrier during the calendar or fiscal
expenseshould be allocated to theisfonsin business. Miscella yearbears to the total aircraft arrivals and departures within and
neousincome, such as income from intangibles and income frofithout this state scheduled by such carrier during the same
tangibleproperty used in the business, ath overhead items period; provided that in the case of nonscheduled operations all

asofficers’ salaries, dice salaries, dice rent and sundry B€e  grrivalsand departures shale substituted for scheduled arrivals
expenseshould ordinarily be included in the allocation. anddepartures.

(2) Netrentals receivetfom real estate held purely forinvest () The ratio which the revenue tons handled by such carrier
ment purposes and not used in the operation of the business arggports within this state during the calendar or fiscal year bears

subject to allocation but are taxable in full if the propertgaated g the total revenue torandled at airports within and without this
in Wisconsin. Grossentals must be reduced by all expensegateduring the same period.

relatedto such investment property . . . S
Note: Section Bx 2.41 interprets ss. 71.04 (4) and 71.25 (6), Stats. (C) The ratio which such air carrier originating revenue

History: 1-2-56; am. RegjsteFebruary1958, No. 26, &3-1-58; am. Register Within this state for the calendar or fiscal year bears to the total

November,1977, No. 263, &f12-1-77. originating revenue within and without this state for the same
o ) _ period.
Tax 2.44 Permission to change basis of allocation. Note: Air carriers that are in combined groups must adjustnumerator and

Except when income must be reported on tagportionment denominatorof each of these factors and then convert the arithmetical average of

. . . efactors to the modified sales factdrhe modified sales factor then determines
basis permission to make a change either from separate acco company Wisconsin share of the combined graugpportionable income. See

ing to apportionment, ovice versa shall be obtained in writings. 71.255 (5), Stats., and €ax72.61 (7) for details.
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Hpte: SegiORn X 2-4DG intergretfg EZ Knl'ofz(i)f £C)1ar;<; 71-25(.(10))(0%; Stats. paymentsmade to other railroads as a result of the interchange of
istory: Cr. RegisterDecember. , No. 12, —1-57; am. (intro.). Register i i H

August 1673, No. 212, 69-1-73. EMR0943: emgrr and recref 12-31-00; R Carfiagebetween and among railroads. Gross receipts from car
10-001r. and recrRegister June 2010 N654, ef. 7-1-10; correction to (1) (title) age includes interline payments received from other railroads.
madeunder s. 13.92 (4) (b) 2., Stats., Register June 2010 No. 654. (c) “Revenue ton mile” mearthe movement of one net ton of
propertyor persons, or both, the distance of one mile, for consider
ation. For carriage of persons, each person $leationsidered the
equivalentof 150 pounds, and the average weight of the contents
of head end cars, or “baggage cars,” is considered to be 4 tons.

Tax 2.47 Apportionment of apportionable income of
interstate motor carriers. (1) GENERAL. The apportionable
incomeof a motor carrier engaged iisiness in and outside this
stateshall be apportioned to i¢onsin as described in this sec
tion, except if the motor carrier is in a combined groupMgcon- _(2) INTERSTATE RAILROADS AND SLEEPING CAR COMPANIES.
sin share of the combined grosgpportionable income is cem With respect to the imposition of ig¢onsin franchise or income

putedas provided in s. 71.255 (5), Stats., and further detailed!fix measured by or on net income for taxable years beginning on
s.Tax 2.61 (7). or after January 1, 1991, the apportionable income of a railroad or

Note: A motor carrier that is a corporation may be in a combined group for taxaﬁéeepmgcar company engaged, in business [n(awtdlde this S.tate
yearsbeginning on or after January 1, 2009. Seas.2T61 (2) for a description of Shallbe apportioned to stonsin on the basaf the arithmetical

corporationgequired to use combined reporting. averageof the following 2 factors:

(1m) DerINITIONS. In this section: (a) The ratio of the gross receipts from carriage of property or
(a) “Engaged in business in and outside this state” has the sggBgsonsor both, firstacquired for carriage in Mtonsin to the
meaningas in s. @x 2.39 (2) (b). total grossreceipts from carriage of property or persons, or both,

(b) “Ton mile” means the movement of one ton of persons everywhere.
property,or both, the distance of one mile. For carriagpes (b) The ratio of revenue ton miles of carriag&\isconsin to
sons, each person shall be considered the equivalent of 2@¥enueton miles of carriage everywhere.
pounds. Note: Railroads and sleeping car companies #natin combined groups must

adjustthe numerator and denominator of each of these factors and then toavert
(2) APPORTIONMENT FORMULA COMPUTATION. ~ For taxable arithmeticalaverage of these factdisthe modified sales factolhe modified sales

yearsbeginning on or after January 1, 1997, a motor carrier thadtor then determines the compasyMsconsinshare of the combined grosp’

is engaged in businessamd outside this state shall apportion itgpportionabléncome. See s. 71.255 (5), Stats., anas.2[61 (7) for details.

apportionabléncome to this state on the basis of the arithmetical (3) SuBSTITUTION OF FACTORS. Whenever gross receipts data

averageof the following 2 factors: is not available the departmemiay authorize or direct substitu
(a) The ratio of the gross receipts from carriage of personsti of a similar factarsuch as gross tonnage, and whenever reve

property,or both, first acquired for carriage inistonsin to the Nueton mile data is not available the department may similarly

total grossreceipts from carriage of persons or propestyboth, authorizesubstitution of a similar factpsuch as revenue miles.

everywhere. (4) Car LINE companiES. With respect to the imposition of
(b) The ratio of ton miles of carriageWisconsin to ton miles Wisconsinfranchise or income tax measuitgdor on net income
of carriage everywhere. for taxable years beginning on after January 1, 1991, the

Note: Motor carriers that are in combined groupsst adjust the numerator and InNCOmeof a car line company engaged in business in and outside
denominatonf each of these factors and then convert the arithmetical averagethis state shall be allocated or apportioned tisddhsin as pro

thesefactors to the modified sales factdrhe modified sales factor then determines;igedin s. 71.04 (4) or 71.25 (6) Stats.. andax Z.39.
the companys Wisconsin share of the combined graugpportionable income. See Note: Section 71.26 (1) (), Stats. Was’ amende’d by 1991At 39, efective

s.71.255 (5), Stats., and 22x72.61 (7) for details. - A
. for taxable years beginning on or after Jandary991. For taxable years beginning
(3) SussTITUTION OF FACTORS. Whenever gross receipts dataeforeJanuary 1, 1991, railroadsieeping car companies and car line companies

is not available the departmemiay authorize or direct substitu wereexempt from Méconsin franchise and income taxation.

i imi ote: Section Bx 2.475 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats.
th_ln C()J at' S-Imlla{ faCt_(i]I’f)lIJC?hanng? tonrt]age’ a_nd_lwhene_ver tOr{jistory: Emeqg. cr eff. 2-17-92; cr Register August, 1992, No. 440, fef
mile data is not available the department may similatthorize  g_1-9Fmr0943: emer. am. (iitle), (2) (intro.) and (4), cfintro.) and (1) (a),
substitutionof a similar factgrsuch as revenue miles. renum.(1) (a) and (b) to bd) (b) and (c), éf12-31-09; CR 10-001: am. (iitle), (2)

; (intro.) and (4), rand recr(1), cr (1m) Register June 2010 No. 654, &-1-10;

X (4) MERCANTILE AND MANUFACTUR"\‘G BUSINESSES. Thlssee_ correctiongo (1) (title) and (1m) (title) made underl3.92 (4) (b) 2., Stats., Register

tion doesnotapply to any mercantile or manufacturing businessine2010 No. 654.

which engages in some interstate carriagean incident of the . . .

mercantileor manufacturing business. Tax 2.48 Apportionment of apportionable income of
Note: Section Bix 2.47 interprets ss. 71.04 (8) (c) and 71.25 (10) (c), Stats. INterstate pipeline companies. (1) GENERAL. With respect
History: Cr. RegisterApril, 1966, No. 124, éf5-1-66; am. (intro.). Register t0 the imposition of Wéconsin franchise or income tax measured

August, 1973 No. 212, ef 9-1-73 r. and recrRegisterOctober 1996, No. 490, & [y or on net income, the apportionable incoma pfpeline com
1-1-97.EmR0943: emer. am. (title), (2) (title) and (intro.), .cfintro.), r andrect gn engaged in b é.ness%ﬁ]d outside this statepsphall be appor
(1), eff. 12-31-09; CR 10-001: am. (title), (2) (title) and (intra.pnd recr(1), cr ~ Panyengaged in busi utsi I pp

(1m) Register Jun@010 No. 654, &f 7-1-10; correction to (1) (title) made under tionedto Wisconsin on the basis of the arithmetical average of the
5.13.92 (4)(b) 7., Stats., Register June 2010 No. 654. 3factors in subs. (3), (4) and (5), except if the pipeline company
. . . is in a combined group, its Mtonsin share of the combined

Tax 2.475 Apportionment —of apportionable income group’s apportionable income is computed as provideds.in

of interstate railroads, sleeping car companies and car g
: : ' ; : 71.255(5), Stats., and further detailed in 8x12.61 (7).
line companies. (1) GENERAL. The apportlonable incont Note: A pipeline company that is a corporation mayirba combined group for

arailroad, sleeping car compary car line company engaged iNtaxableyears beginning on or after January 1, 2009. Sex<2.51 (2) for a descrip
businessn and outside this state shall be apportioned isCE-  tion of corporations required to use combined reporting.

sin as described in this section, except if the company is in a com (2) DeriNITIONS. In this section:

binedgroup, its Visconsin sharef the combined group’appor (a) “Compensation” includes:

tionableincomeis computed as provided in s. 71.255 (5), Stats., 1. \\ages, salaries, commissions amy other form of remu

and further detailed in saX 2.61 (7). _ _nerationpaid to employees for personal services.
Note: A railroad, sleeping car compary car line company that is a corporation 2 Th | fb d h . lodai d other-b
may be in a combined group for taxable years beginnirg after January 1, 2009. . The value of board, rent, housing, lodging and other-bene

See s. @x 2.61(2) for a description of corporations required to use combined repofits or services furnished to employd®sthe taxpayer in return
Ing. ) ) ) _ for personal services, provided that these amounts constitute
(Im) DeriniTions. (a) “Engaged in business in and outsidghcometo therecipient under the federal Internal Revenue Code
this state” has the same meaning as ires. 2:39 (2) (b). for the year for which the payroll factor is computed. Indase
(b) “Gross receiptdfrom carriage” means gross receiptof employees not subject to the federal Internal Revé&ugde,
receivedfor the carriage of propertyr persons net of interline such as citizens of foreign countries employed in foreign-coun
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tries, the determination of whether the benefits or services eonsti (e) Averaging poperty values.As a general rule the “average
tuteincome to the employees shall be madinasgh the empley value” of property shall be determined by averaging the value at
eesare subject to the federal Internal Revenue Code. the beginning and ending of the tax period, but department

3. Deductible management or service fees paid, or manafy require or the taxpayer may utilize the averagingiofithly
mentor service fees allocated by the department under s. 71Viuesduring the tax period if monthly averaging is reasonably
(1), 71.30 (2) or 71.80 (1) (b), Stats., to a related corporation, 'g§uiredto properly reflect theverage value of the taxpafger
definedin section 267 (f) (1) of the Internal Revenue Code, as cdpfOPerty. Averagingby monthly values will generally be applied
siderationfor the performance of personal services. The recipighSubstantial fluctuations in the values of the property exist during
of these fees may not include the compensation paid to its empld)f &% Period, or where property is acquired after the beginning
eeswith respect to the personal services in either the numeratoPbfh€ tx period or disposed of before the end of the tax period.
denominatoof its payro” factor (4) PAYROLL FACTOR. (a) Numerator; denominator The

(am) “Engaged in business in and outside #tite” has the numeratorf the payrolifactor shall include the total amount paid
samemeaning as in s.ak 2.39 (2) (b). in Wisconsin during the tax period by ttaxpayer for compensa

. ) . . . tion in the production of apportionable income. The denominator
(b) “Traffic unit” means the transportation for a distance of ong, 5| include the total compensation paid everywhere during the

mile of one barrel of oil, one galloof gasoline or one thousandigy period by the taxpayer in the production of apportionable
cubicfeet of natural or casinghead gas, or other appropriate Mg ome.

sureof product. (b) Compensation paith Wisconsin. Except as provided in

(3) PrOPERTY FACTOR. (@) Numerator; denominator The par (c), compensation is paid inis¢onsin if one of the following
numeratorof the property factor shall include the average val plies:

of the real and tangible personal property owned and used by t
taxpayelin Wisconsin in the production of apportionable incomg ;

- X . h onsin.
during the tax period. The denominator shall include average e . o A s a ermind locatel in Wi T i

H Xample: rporatin aerminalocatal in visconsin e mmpensation
value of all of the real and tanglble personal property |O§Iat%(#m lllinois residemwho worksa the Wisconsh termindis included in the rumer-
everywhereowned and used by the taxpayer in the production gibrof the payrol facta since he enployees ®rvice is performed entirely in Wis-
apportionabléncome during the tax period. Property in transit ofP"sin- S o o ]
the date or dates for determining its average value, as described2. Theindividual's service is performed within and without
in par (e), shalbe considered to be at its destination, for purpos¥ésconsin,but the service performed withouti&onsin is inci
of computing the property factoThe value of mobile or movable dental to the individuad' service within éconsin.
property such as construction equipment, trucks or airplanesxample: Corporation B has its headquarters arsorage and distribution facil
which is located within and without \&tonsin during the tax ity in Wisconsin. Corporation B also has a distribution facltigated in Indiana.

. . Themanager of the W&tonsin storage and distribution facility spends two weeks dur
periodshall be determined for purposes of the numerator of thghetax year at the storage and distribution facility located in Indiana training the
factoron the basis of a ratio of time used, serviced or stored Wlthlﬂfvl\/ (fjacdl!ltythmanagert Tht? trc]omloensilaftlo? okf) thEIWot?]sm facility n:fanag%r_ ISI g

' H : 5 ¢ uaedin thenumerator O e payroll factor because the service performed-n Indi
Wlscc(;nﬂnto total tlmet useg’,l SerV"?ed (cj)rt sto;ed dl,unng thle thais incidental to the service performed insébnsin
period. rioweveran automobile assigned (o a traveling émployee 3 - o hrion of the service is performed withiridsbnsin and
shallbe included in the numerator of the factor if the emplayee[he

- . - : base of operations of the individual is insabnsin.
compensatioris assigned to &consin under the payroll factor A ] } )
. . Example: Corporation C has a salesioé located in Visconsin. A salesperson
(b) Valuation. Property owned by the taxpayergsnerally working out of the Visconsin dfice solicits sale@ Wisconsin, Minnesota and lowa.

valuedat its cost net of depreciation andte—offs as determined Singgg,g&gggtggafgfspsergmfggf/]ig% isihp:rcfgrrnmi?] gtsggrglrt\heéng at|2§ S;lggn <
for Wisconsin franchise or income tax purposes. Any adjustmefff&aedin the namerator of the payroll factor - pefsan’
to net income which &éct property such as capitalizations of 4, 5 portion of the service is performadthin Wisconsin and
[gr?r?\l/rsﬁdtce)gescr:?atlllogl g(; %f:?;tgﬁggg Ziir?Jtl;]Sem;)(reg[t)Se ?t?/df ;g;ﬂitemeﬁtlﬁere isno basde of op()ierations, ttlwle gllac.e.from which the individu

. ! 's service is directed or controlled is indtbnsin.
valueof depletable properfguch as mines, oil and gas wells ang Example: Corporation D has its regional saleficefin Wisconsin. An lowa resi
timber, shall be o.rlglnal cost reduced by aeytraction to the  gentworks out of her home as a salesperson for Corporation D and solicits sales in
extent that depletionhas been allowed. Inventories shall béwa, lllinois and Wsconsin. The salesperson is directed fitben regional sales
includedin the factor in accordance with the valuation methaogifice located in Visconsin. The compensation of the lowa salesperson is included

X . . 1IN the numerator of the payroll factor since a portion of her service is performed in
usedfor Wisconsin franchise or income tax purposes. In any cagfconsinshe has no base of operations and she is directed fiscoigin.

in which the property factor is distorted by reason of the taxpayer 5. A portion of the service is performed withiriasbnsin and
depreciatingproperty in Wsconsin by a method dérent from  neitherthe basef operations of the individual nor the place from
thatused to depreciate property outsidisttinsin, or in any case which the service is directed or controlledrisany state in which
in which the Visconsin net costannot be ascertained, the deparsomepart of theservice is performed, but the individusatesi
mentshall author_lze or dlre_cnome other methqd of determiningdenceis in Wisconsin.
the property fraction that will produce an equnable result. Example: Corporation E is headquartered in and has its sdies of Indiana.

(c) Leasehold immpvements.Leasehold improvements shall,lt %saterminal Ié)cated iniWonsir;]. A Visconsin resid?nglespersoln solicits sales

jn Wisconsin and Minnesota. The compensation of tligcd¥isin salesperson is

for purposes of the property factbe treated as prope.rty Ownedncludedin the numerator of the payroll factor since a portion of the salespesssn’
by the taxpayer regardless of whether the taxpayer is entitledwiee is performed in Wsconsin, the salesperson is a resident isicdnsin, and the
removethe improvements or the improvements revert toabgor  salespersois directed or controlled from Indiana but performs no service in Indiana.
upon expiration of thelease. The 0rigina| cost of leasehold 6. The individual is neither a resident of nor per‘forms services

improvementset of amortization shall be included in the factoin Wisconsin, but is directed or controlled fromaffice in Ws-

(d) Construction in pogress. Property or equipment ur]derconsin andreturns to Wisconsin periodically for business pur

constructionduring the tax period, except inventoriable goods iposesand the state in which thedividual resides does not have
processshall be excluded from the factor urttie property is jurisdictionto impose income or franchise taxes on the employer

i i xample: Corporation F has its saleffice in Wisconsin. A salesperson resides
aCtua”yused by the taxpayer in the regmar course of its tradeinoﬁebraska and solicits sales in Nebraska and Kansas. Corporation F does not have

business.If the property is partially used by the taxpayer in thgexusin Nebraska or Kansas. Thalesperson retums to thesébnsin sales tite
regularcourse of its trade or business while under constructidpy, two weeks each year for meetings and training. The compensation of the

; ; raskasalesperson is included in themerator of the payroll factor since the
thevalue of the property to the extent used shall be included in ?féspersois directed from anffice in Wisconsin, returns to ¥&tonsin periodically

propertyfactor for business purposes and Corporation F does not have nexus in Nebraska.

€1. Theindividual’s service is performed entirely withinis¥/
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(c) Management fee situg’he situs of management or service 2. A borrower whose billing address is in this sthté,is not
feesdescribed in sub. (2) (a) 3. is iniddonsin to the exterthe engagedn a trade or business.
relatedcorporations employees performing the services meet one (¢) “Commercial domicile” means the location from which a
of the requirements in pab). tradeor business is principally managed and directed. If the tax
(d) Services.An individual shall be considered to be performpayeris oiganized under the laws of a foreign countime com
ing a service in Wconsin during the year if the individual per monwealthof Puerto Rico, or any territory @ossession of the
formsservices for at least 5 days during the y8dre compensa United States,“commercial domicile” shall be deemed for the
tion of any one employee may not be split between 2 or more stggagposef this section to be the state of the United States or the
during the year; howevethis does noapply if the employee is District of Columbia from which the taxpaysrtrade or business
transferredor changes positions during the year in the United States is principally managed and directed. It shall
(e) Excluded compensationCompensation related to thebe rebuttably presumed that the locativom which a trade or
operationmaintenance, protection or supervisiomesfl or tangi  businesss principally managednd directed is the state of the
ble and intangible personal property used in the production dhited States or the District of Columbia at which the greatest
nonapportionabléncome, and amounts paid to retired employeggimber ofthe taxpayets employees work, have theitfioé or
shallbe excluded from both the numerator and the denominat@seof operations, or are directed or controlled, as of the last day
of the payroll factar Except for management or service fees paief the taxable year
to a related corporation, payments maderdndependent cen  (d) “Credit card” includes a credit card, debit card, purchase
tractor or any other person not properblassifiable as an card,chage card, and a travel or entertainment card.

employeeare also excluded. o (dm) “Credit card bank” mearan institution that is primarily

(f) Elimination of factar Inany case in which the company hagngaged in credit card operations, which does not accept demand
no emplc_)yees nor pays management or service fees to a relglggositsor deposits that the depositoay withdraw by check or
corporation,or in which the department determines that emplogimilar means for payment to thighrties or others, and which
eesare not a substantial income produdagtor, the department doesnot engage in the business of making commercial loans.

may order or permit the elimination die payroll factor and the = oy «crediit card issués reimbursement fee” means the fee that
;Jhse\% thenariﬁhmetlcrﬁl ﬁ\rﬁrﬁ?e orf thnet other 2 factors to arrive gt haver receives from a merchartiank because a person to
eWisconsin apportionment percentage. whomthe taxpayer has issued a credit card has paid for merchan
(5) TrRAFFIC UNIT FACTOR. The numerator shall be the totalgiseor services sold by the merchant with the credit card.
numberof trafiic units in Wisconsin during the tax period. The (f) “Domicile” meansa natural persos'true, fixed, and per
denominatosshall be the total number of tfiafunits everywhere manenthome where that person intends to rengrmanently

during the tax period. : . ;
Note: Pipeline companies that are in combined groups adjsst the numerator and indefinitely and to which, whenever absent, that person

anddenominator of each of these factors and then cotheedrithmetical average intendspo return. A natural person may have only one domicile

of these factors to the modified sales factéhe modified sales factor then deter atany time.

mines the company Wisconsin share of the combined grau@pportionable « . . . : ; »

income. See s. 71.255 (5), Stats., andax Z.61 (7) for details. (fm) Er_]gaged_ in business in and outside this state” has the
Note: Section Bx 2.48 interprets s. 71.25 (10) (c), Stats. samemeaning as in s.ak 2.39 (2) (b).

History: Cr. RegisterNovember1969, No. 167, &12-1-69; am. (intro.), Reg =1 ialinstitution” i i izati
ister, August, 1973, No. 212,feB-1-73; am. (1) (intro.), (1) (a), (b) andc), r and h(gtL FInanClal Itnztltutlon .medansdan)]( f(ljnanﬂal gmnlzaélg:
recr.(2), ct (3), (4) and (5), Registejune, 1991, No. 426,fe7-1-91; reprinted to  WNEINENNCcorporated or ganized under reaeral law or undee.
restoredroppedcopy in (3) (e), RegisteMarch, 1999, No. 519; EmR0943f.ef |awsof any state or foreign country that is one of the following:
12-31-09%nd CR 10-001: am. (title) and (1), ) (am) Register June 2010 No.

654, eff. 7-1-10. 1. A bank holding company as defined i281.0901 (2) (c),
Stats. including a federal bank holding compaay in—state bank
Tax 2.49 Apportionment of apportionable income of holding companyan out—of-state bank holding compaagd a

interstate financial institutions. (1) Scope. A financial foreignbank holding company

institution that is engaged in business both in and outside this state2. A bank as defined under 12 USC 1841 (c), including a
shall apportion itsapportionable income as provided in this-seqationalbank oganized and existings a national bank associa
tion, except ifthe financial institution is in a combined group, itgion pursuant to the provisions ®2 USC ch. 2 and a state bank
Wisconsinshare of the combined grospapportionable income organizedand operating under ch. 221, Stats.

is computed as provided in s. 71.255 (5), Stats., and further 3. A savings and loan holding company as defined under 12
detailedin s. Tx 2.61 (7). Nonapportionable income shall be-alloysc 1467a (1) (D) or s. 215.01 (24m), Stats.

catedas provided in s. 71.25 (5) (b), Stats. : : . :
Note: A financial institution that is a corporation may be in a combined group f(ﬁ) (‘Imf ;taa\‘/tlsngs bank holding company as defined in s. 214.01

taxableyears beginning on or after January 1, 2009. Sexx<.61 (2) for a descrp

tion of corporations required to use combined reporting. 5. A savings association or federal savings bank as defined
(2) DerINITIONS. In this section: in 12 USC 1813 (b), including a savings and loan association,
(a) “Billing address” means the address indicated in the talauilding and loan association, or cooperative bank, and an associ

payer’sbooksand records on the first day of the taxable year ation as defined in s. 215.01 (1), Stats., and a savings bank as

on a later date in the taxable year wiiea customer relationship definedin s. 214.01 (1) (t), Stats.

beganto which a taxpayer under this section regularly sends any 6. A trust company operating as a fiduciary under ch. 223,

notice, statement, or bill to the taxpayecustomer The billing  Stats.,or a corporation, limited liability companyassociation,

addresof a customer who is@atural person means the addresgartnershipbusiness trust, or othgal entity authorized to act

of that persors domicile. as a trustee, personakpresentative, execufoadministratar
(b) “Borrowerlocated in this state” means either of the folowguardian conservatgrassignee, or ageaot in any other fiduciary
ing: capacityfor individuals and businesses in the administration of

1. A borrower that is engageal a trade or business and useffustfunds, estates, a_md c_us_todia_tl arrangements, in stock and bond
theloan proceeds in trade or business activities in this state. [ffgnsferand registration, in fiduciary investment and estate-plan
cannotbe determined where the funds are used, “borrower locatiid. and other related services.
in this state” means a borrower whose billing address is in this 7. An industrial bank, industrial loan comparmy similar
state. organizationas described in 12 USC 1841 (c) (2) (H).
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8. A safe deposit company that maintains vaults for the (n) “Merchant discount” means the fee or negotiated discount
depositand safe—keeping of valuables and rents compartmentdiwatis chaged to a mercharior accepting a credit card as pay
boxesto customers who have exclusive access to these cemparént for merchandise or services that sofel to the credit card
mentsor boxes, subject to the oversight and under the rules dralder.
regulationsof the company (0) “Participation” means an extension of credit in which an

9. A private banker including an unincorporated entity opetindividedownership interest is held on a pro rata basis in a single
atedas a partnership that specializes in investing and managiogn or pool of loans and related collateral.

the money of private clients. Note: In a loan participation, the credit originator initially makes the loan and sub

. . . . equentlyresells all or a portion of it to other lenders. The participation may or ma;
10. Any corporation engaged in international or foreign banlzoﬂbe kn{,wn to the borfow_er parielp Y Y

ing that is oganized under the provisions of 12 USC 64 633. (p) “Person” means a natural person, estate, trust, partnership,
11. Any agency or branch of a foreign depository as defindighited liability company corporation, or any other business

in 12 USC 3101. entity.
12. Any credit union to the extent not exempt under s. 71.26 (q) “Regular place of business” means dficefat which the

(1) (a), Stats., and s. 1863 (20), Stats. taxpayercarries on its business in a regular and systematic manner
13. A production credit associationgamizedunder 12 USC andwhich is regularly maintained, occupied, or used by employ

2071or a land bank created under the Federal Farm Loan Acgesof the taxpayer

14. A consumer finance compargmall loan companyr a (1) “State” means a state of the United States, the District of
salesfinance company licensed under ch. 218, Stats. Columbia,the commonwealth of Puerto Rico,any territory or

15. A mortgage banker as defined in s. 224.71 (3), Stats.possesﬂsmlmf.the.Urvted States. , o

16. A credit card bank. (s) “Syndication” means an extension of credit in which 2 or

L . - morepersons fund and each person is at risk only ugpeeified
_17. Any subsidiary of an entity describedsubds. 1. to 16., percentagef the total extension of credit or up to a specified dol
if a significant purpose for thaubsidiary is to hold investments|5r smount.
or if the subsidiary primarily functions to hold investments, as w ” . : N ; :
. ; ' (t) “Taxpayer” means financial oganization that is subject
providedin s. 71.25 (10) (3) 2., Stats. to apportionment under this section.

(h) “Guarantor of a loan located in this state” means a guaran (3) APPORTIONMENT FORMULA COMPUTATION. For taxable

torwhos:a b'"'”9 address is ,'Yn this state. . yearsbeginning after December 31, 2005, a financial institution
(hm) “Intangible property” has the same meaning asTas. thatis engaged in business in and outside this state shall determine
2.39(2) (). its net income for state franchise or income tax purposes as pro
(i) “Investment banking services” include assisting businesiled in this section. The financial institution shall first deduct
customersn obtaining new financing bynderwriting and selling from its total net income its nonapportionable income, less related
new securities issued by the customer to the public. expenses. Nonapportionable income shall b#ocated as pro

(i) “Loan” means any extension of credisulting from direct Videdin s. 71.25 (5) (b), Stats. The financial institution shall
negotiationsbetween theaxpayer and its customar the pur  @pportionits remaining net income to this state as follows:
chasejn whole or in part, of an extension of credit framother (a) For taxable years beginning after December 31, 2005, and
“Loans” include participations, syndications, and leases treatedee$ore January 1, 2007, apportionable income shalbappor
loansfor federal income tax purposes. “Loans” do not includéoned using an apportionment fraction composed of a receipts
propertiegreated as loans under section 595 of the Internal-Revactor under sub. (4) representing 60% of the fraction and a payroll
nue Code prior to its repeal bylP 104-188; futures or forward factorunder sub. (5) representing 40% of the fraction.

contracts;options; notional principal contracts such as swaps; (b) For taxable years beginning after December 31, 2006, and
creditcard receivables, including purchased credit celation  pefore January 1, 2008, apportionable income shalappor
ships;non-interest bearing balances due from depository institibned using an apportionment fraction composed of a receipts
tions; cash items in the process of collection; federal funds sofdictorunder sub. (4) representing 80% of the fraction and a payroll
securitiespurchased undexgreements to resell; assets held in @&ctor under sub. (5) representing 20% of the fraction.

trading account; securities; interests in a real estatgigage (¢) For taxable years beginning before January 1, 2008, in any
investmentconduit, or other mortgage-backedasset-backed ¢agein which the financial institutiohas no employees nor pays
security;and other similar items. managemenbr service fees to a related entity in which the

(k) “Loan secured by real property” means that any of thfepartmentdetermines that employees are not a substantial
collateralused to secure a loan or other obligation at the time ti@omeproducing factgrthe department may order permit the
original loan or obligation was incurred or during the current taxelimination of the payroll factor
ableyear is real propertyA loan secured by real property includes (d) For taxable years beginning after December 31, 2007,
aninstallment sales contract for real properyn “agricultural apportionableéncome shall be apportioned using an apportion

lien” as defined in s. 409.1Q2) (b), Stats., or a *fixture filing” mentfraction composed of the receipts factor under sub. (4)
asdefined in s. 409.102 (1) (JS), Stats., does not by itself Consmm@lote: Financial institutions that are in combined groupsthsereceipts factor

aloan secured by real property numeratorand denominator to compute the modified sales fasttich then deter

« ; " inesthe financial institutiors Wisconsin share of the combined graugpportion
(L) Loan secured by tanglble personal property” means trﬁ;ﬁeincome. See s. 71.255 (5), Stats., an&x.2161 (7) for detai?s. #op

any of the collateral used to secure a loantber obligation, other (4) RECEIPTSFACTOR. The receipts factor is the ratio of the-tax

thana loan secured by real propery the time the original l0an ., varsreceipts in this state to the taxpdgdntal receipts every
orbc;bllgatlon vvlas |ncur;ecf6\olr during tharréang tarableb)l/ear IStaN \\hereduring the taxable yeainterest, dividends, gross receipts
gible personal property A loan Secured by tangibié personay . nat gains from sales of securities hieidinvestment purposes,

propertyincludes an installment sales contract for tangible P& hdother income from investment assets may not be included in

sonalproperty . . thereceipts factor The receipts factor shall include all of the fol
(m) “Loan servicing fees” include fees or apes for originat lowing items:

ing and processing loan applications, such as prepaid interest am@te: A financial institution that is a combined group member must aifjust
loan discountsand for collecting, tracking, and accounting foreceiptsfactor numerator and denominator as described iaxs2B1 (7).
loanpayments received. “Loan servicing fees” also include gross(a) Gross eceiptsfrom the lease o€al poperty. The numera
receiptsfrom the sale of loan servicing rights. tor of the receipts factor includes gross receipts from the lease,
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rental,or licensing of real property owned by tapayer if the thetaxpayer in proportion to the fair market value of the real-prop
real property is located ithis state and gross receipts from therty securing the loan located in each state or foreign country

subleasef real property if the real property is located in this state. 2. The determination of whether the real property securing a
(b) Gross eceipts fom thelease of tangible personalgperty. loanis locatedn this state shall be made at the time the original
1. Except as described subd. 2., the numerator of the receiptagreement was made and for each subsequent taxable year

factorincludes gross receipts frotine lease, rental, or Iicensing (d) Gross inteest and other feesdm loans seced by‘tangy

of tangible personal propertyvned by the taxpayer and the subple personal poperty. 1. The numerator dhe receipts factor
leaseof tangible personal property if the propertyoisated in this includesgross interest, fees, points, ajes, and penaltifisom
stateduring the entire periodf lease, rental, licensing, subleaseipanssecured by tangible personal property if the tangible per
or other use. If theroperty is used in and outside this state duringbnalproperty securing the loan is locatedhis state as described
the period of lease, rental, licensing, or sublease, gross receiptsigigar (b). If the tangible personal property securing the loan is
includedin the numerator of the receipts factor to the extfestt |ocated in both this state and omemore other states or foreign
the property is used in this state. The proportion ofiusieis state countries,the gross interestees, points, chges, and penalties

is determined by multiplying the gross receipts from the leas¢hall be divided among those states or foreign countries having
rental licensing, sublease, or other use of the property by a fragrisdictionto impose an income tax or franchise tax measured by
tion having as a numerator the number of days the property isietincome on the taxpayer in proportion to the fair market value
this state while leasedented, licensed, or subleased in the taxallff the tangible personal property securing the loan located in each
yearand having aa denominator the total number of days that thateor foreign country

propertyis leased, rented, licensed, or subleased in all states hav 2. The determination of whether the tangible personal-prop

ing jurisdiction to impose an income tax or franchise tax measurgd\, securing a loais located in this state shall be made at the time

by net income on the taxpayer in the taxable year the original agreementas made and for each subsequent taxable
2. Gross receipts from the lease, rental, or licensing of moviggar.

property,including motor vehicles, rolling stock, aircraft, vessels, (e) Gross inteestand other feesdm loans not seced by eal

or mobile equipment, owneltl the taxpayer and the sublease of, t;ngile personal mperty. The numerator of the receipts fac

moving property are includeith the numerator of the receipts-fac tor includes interest, fees, points, ajes, and penaltie§om

tor to the extent that the property is used in this state. The propgh \sthat are not secured by real or tangible personal property if
tion of use of moving property in this state is determined as fq eloan borrower is located in this state.

lows: .
Th i f & mot hicl l tock i (f) Net gains fom the sale of loansThe numerator of the
a. 1he proportion ot use @ motor venicle or rolling StoCK IN yacaints factor includes net gains from the sale of loans,-deter

this state isleterminedy multiplying the gross receipts from the,inadas follows:

lease, rental, licensing, or sublease of the motor vehicle or rolling 1 Th f . b | h ; h
stockby a fraction having as a numerator the number of miles tray , - . The amount of net gains, but not less than zero, from the
le of loans secured by real property located in this stdte If

eledwithin this state by the motor vehicle or rolling stock whilé X X . ;
leasedrented, licensed, or subleased in the taxable year and H&R  Property securing the loan is located in both this stateaad
ing as a denominator the total numizémiles traveled by the Of More other states or foreign countries, the net gain shall be
motor vehicle or rolling stock while leased, rented, licensed, gfvided among those states or foreign countries having jurisdic
subleasedh the taxable year tion to impose an incomix or franchise tax measured by net

b. The proportion of use of an aircratft in this state is det incomeon the taxpayer in proportion to the fair market value of

. Lt X ereal propertysecuring the loan located in each state or foreign
mined by multiplying the gross receipts from the lease, rent ountryp P 9 g
licensing, or I f the aircraf fraction havin ) .

censing, or sublease of the aircraft by a fraction having as a 2. The amount of net gains, but not less than zero, from the

numeratorthe number of takefsf and landings of the aircraft in . S
this state while leasedented, licensed, or subleased in the taxabfi¢/€of loans secured by tangible personal property located in this
yearand having as denominator the total number of takisaind >ia1eas describedh par (b). If the tangible personal property
landingsof the aircraft while leased, rented, licensed, or subleas%{%cu”ngthe loan is located in both this state and one or more other
in the taxable year statesor foreign countries, the net gain shall be divided among
. . . . thosestates or foreign countriésving jurisdiction to impose an

_C. The proportion ofiseof a vessel or mobile equipment injncometax orfranchise tax measured by net income on the tax

this state is determined by multiplying the gross receipts from t Syerin proportion to the fair market value of the tangipée:

leaserental, licensing, or sublease of the vessel or mobile equipy a1 property securing the loan located in each state or foreign
ment by a fraction having as a numerator the number of days ntry.

the vessel or mobile equipment is in this state while leased, rented, 3 Th f ins. b | h f h
licensed or subleased in the taxable year and having as a denomi, > | e amount o nectj %alns,l ut not %?St an zerlo, rom ¢ gf
natorthe totalnumber of days that the vessel or mobile equipmeﬁ?? of loans not s:eﬁure Yy reﬁ_ or tangible personal property |
is leased, rented, licensed, or subleased in the taxable year 1€0an borrowgr is located n this stat.e.

d. If the taxpayer is unable ttetermine the use of moving _, (9) Gross eceipts fom cedit cad receivables.The numerator
property under subd. 2. a., b., or c. while the property is leas@{tNe receipts factor includes gross interest, fees, pointgeshar
rented, licensed, or subleased in the taxable yea moving antlpenalties from credit card receivables gnakss receipts from
propertyis conciusively deemed to be used in the state in whighnualfeesand other fees ctged to credit card holders if the bill
the property is located at the time that the lessee, rditensee, Ing address OT the credit card holder. is in this st.ate.
or sublessee takes possession of the praperty (h) Net gains fom_thesale of_cedlt cad recelyables. The

(c) Grossinterest and other feesdm loans seced by eal numeratorof the receipts factor includes net gains, but not less
property. 1. The numerator of the receipts factor includes grolin 260, from the salef credit card receivables if the billing
interestfees, points, chges, and penalties from loans secured KiPdres®f the credit card holder is in this state.
realproperty if the real property securing the loan is located in this () Credit cad issuets reimbursement feesthe numerator of
state.If the real property securing the loan is located in both tHige receipts factor includes the taxpagecredit card issuir
stateand one or more other states or forejg[]ntries’ the gross rE[mbl,!rsementeeS if the bllllng address of the credit card holder
interest, fees, points, chges, and penalties shall lovided IS in this state.
amongthose states or foreign countries having jurisdiction to (j) Gross eceipts fom mechant discount.The numerator of
imposean income tax or franchise tax measured by net incometbe receipts factor includes gross receipts from merchant discount
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if the merchan$' trade or business is located in this statéhdf cannotbe determined, the service is received in this state if the
merchant'srade or business is located in and outside this state, #ogountholder in theregular course of the account holdesusi
numeratorincludes only receipts from merchant discounts omesspordered the service from arfiog in this state. If the ordering
salesmadein this state. If the location of a sale cannot be deteasffice cannot be determined, the services are received in this state
mined, the numerator includes the merchant discount on the spke account hold&s billing address is in this state.

if the merchang’ commercial domicile is in this state. The receipts ( ; ;

X p) Gross eceiptsfrom electonic funds transferThe numera
shallbe computed net of any credit card holder gadracks but o of 1a receipts factor includetectronic funds transfer fees if
may not be reduced by any interchange transaction fees or by ¥ erof the following applies:

!ssuer’sreimbursement fees paid to another for ghamade by i .g PP e )
its credit card holders. 1. The service is provided to a customer that is not engaged

(k) Loan servicing feesl. The numerator of the receipts factoln & trade obusiness, and the custonsebilling address is in this
includesloan servicing fees derived from loans owned by the taRlate.
payeror another person, including servicing participations, and 2. The service is provided to a customer that is engaged in a
securecby real property located in this statéthe real property tradeor business, the customer maintains a regular place ef busi
securingthe loan is located in both this state and one or more othessin this state, and the service received relates to the business
statesor foreign countries, the loan servicing fees shall be dividadthis state.If the customer receives the service in more than one
amongthose states or foreign countries having jurisdiction wtateor the state in whicthe service is received cannot be deter
imposean income tax or franchise tax measured by net incomemined,the service is received this state if the customen the
thetaxpayer in proportion to the fair market value of the real-profegular course of the customisrbusiness, ordered tlservice
erty securingthe loan located in each state or foreign courifry from an ofice in this state. If the orderingfie cannot be deter
thelocation of the real property securing the loan cannot be-detgfined, the services are received in this state if the custsrbii
mined,the numerator includehe loan servicing fees if the loaning address is in this state.

borrower or guarantor of the loan is located in this state. Gross eceipts fom cash management serviceShe

2. The numerator of the receipts factor includes loan servicifgmeratorof the receipts factor includes the grassount of any
feesderivedfrom loans owned by the taxpayer or another persQlesor chages generated from cash management services,-nclud
including servicing participations, and secured by tangible p&fq pyt not limited to lockbox servicesepository transfer checks,

sonalproperty located in this state as described in(par If the 55403y ahles management, if the service is provided to a customer
tanglbledpersonabroperty ﬁecurlng the I?an is located in bOthh t? atis engaged in a trade or business, the customer maintains a
stateand one or more other states or foreign countries, the : e ’ L

- - ¢ Q‘% ularplace of business in this state, and the seméceived
servicingfees shall be divided among those states or foreigr COlfjeIIaatestg the business in this state. If the customer receives the
trieshaving jurisdiction to impose an income t@xfranchise tax :

measuredy net income on the taxpayer in proportion toftie servipein more than one state or the state !n Whic.h thg seryice is
marketvalue of the tangible personal property securing the lo celvedcannot_ be determined, the service is received in this state
locatedin each state or foreign countr the location of the tangi ' the customein the regular course of the custorsesusiness,

ble personal property securing the loan cannot be determined, @geredthe service from an fi¢e in this state. If the ordering
numerator includes the loan servicing fees if the loan borrowerQffice cannot be determined, the services are received in this state
guarantorof the loan is located in this state. if the customeés billing address is in this state.

3. The numerator of the receipts factor includes loan servicing (f) Gross eceipts fom international trade servicesThe
feesderivedfrom loans owned by the taxpayer or another persdiiimeratorof the receipts factdncludes the gross receipts from
including servicing participations, and not secured by real or tatfiternationakrade services, including but not limited to letters of
gible personal property if the loan borrower or guarantor of treseditand bankers acceptanuetes, if the service is provided to
loanis located in this state. a customer that is engaged in a trade or business, the customer

(L) Gross eceipts fom travelers checks, cashiers checks, Cernain_tainsa regular place of _busine_ss ir! this state, and the service
tified checks, and moneydars. The numeratoof the receipts receivedrelates to the business in this state. If the customer
factorincludes gross fees or other ajes for the issuance of trav receivesthe service in more than one statéherstate in which the
elerschecks, cashiers checksrtified checks, and money ordersserviceis received cannot be determined, the service is received
if the checks or money orders are purchased in this state.  in this state if the customen the regular course of the custotsier

(m) Gross eceipts fom automated teller machinesThe businessprdered the service from arfioé in this state. Ifthe
numeratorof the receipts factdncludes gross receipts from theorderingoffice cannot be determined, the services are received in
usageof automated teller machines located in this state. this state if the customér billing address is in this state.

(n) Gross eceipts fom safety deposit boxeShe numerator ~ (S) Gross eceipts fom data pocessing services, document
of the receipts factor includes gross receipts from the rental iBhaging servicesand micofilming services. The numerator of
safetydeposit boxes if the boxes are located in this state. the receipts factor includes the gross receipts from plateessing

(0) Gross eceipts fom maintaining accountsThe numerator Servicesdocument imaging servicesnd microfilming services
of the receipts factor includes gross receipts fronmtamtenance if the service is provided to a customer that is engaged in a trade
of accounts, including but not limited to service gearfor main ~ OF businessthe customer maintains a regular place of business in
taining accountspverdraft chages, chages for copies of state this state, and the service received relates to the business in this
mentsand checks, and fees for account reconciliation, if edher state. If the customer receives the service in more than one state
thefollowing applies: or the state in which the service is received cannot be determined,

1. The service is providetb an account holder that is notthe service is receiveih this state if the customen the regular
engagedn a trade or businesand the account holdsrbilling courseof the customeés business, ordered the service from an
addresss in this state. office in this state. If the orderingfife cannot be determined, the

2. The senvice is provided to an account holder that is engag&jivicesare received in this staifthe customes billing address
in a trade or business, the account holder maintains a regular plad@ this state.
of business in this state, and the service received relates to thé) Gross eceipts fom leseach services.The numerator of the
businessn this state. If the account holder receitlesservice in  receiptsfactor includes gross receipts from research services if
morethan one state or the state in which the service is receiwatherof the following applies:
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1. The servicas provided to a customer that is not engaged a. The service relates to real property that is located in this
in a trade obusiness, and the custorisebilling address is in this state.

state. b. The service relates to tangible personal property that is
2. The service is provided to a customer that is engaged itoeatedin this state athe time that the service is received or tangi

tradeor business, the customer maintains a regular place ef bise personal property that is delivered directly or indirectly te cus

nessin this state, and the service received relates to the businessersin this state.

in this state.If the customer receives the service in more than one ¢ The service is provided to an individual who is physically

stateor the state in whicthe service is received cannot be detefresentn this state at the time that the service is received.

mined,the service is received this state if the customen the d. The service is provided to a person engaged in a trade or

regular course of the customierbusiness, ordered tlservice h - - : . 2
from an ofice in this state. If the orderingfise cannot be deter gtl;leness in this state and relates to that pessarsiness in this

mined,the services are received in this state if the custsrbi . . ) .
ing address is in this state. 2. If the purchaser of a service receives the benefit of a service
(U) Gross eceipts fom trust servicesThe numerator of the in more than one state, the gross receipts from the performance of

; - - : - . the service are included in the numerator of the receipts factor
g?iﬁg’%gﬁg\t%ggggﬁ:sgmss receipts from trust services if eith cordingto the portion of the service received in this state.

Co : : Gross eceipts fom computer softwar 1. The numerator
1. The service is provided to a customer that is not enga y) ; > - y
in a trade obusiness, and the custonsebilling address is in this $ithe receiptsfactor includes gross receipts from the use of-com

state putersoftwareif the purchaser or licensee uses the computer soft

wareat a location in this state.

2. The service is provided to a customer that is engaged in a . S .
tradeor business, the customer maintains a regular place of bu%i 2. Computer software is used at a location in this state if the

nessin this state, and the service received relates to the busing Lscrgggfbnljsli'ﬁggsge :ri?iirtlrs]ei ncg]rigpsut;etg sfoofrtwgi Olgefﬁf:]etkrligmar
in this state.|f the customer receives the service in more than ofi P ! p

- - S . ateor if the purchaser or licensee is an individual whose domi
stateor the state |n_wh|cth_e service 1S reqelved cannot_be dete@ile is in this state. If the purchaser or licensee uses the computer
mined,the service is received this state if the customean the

; . softwarein more than one state, the gross receipts shall be divided
regular cc;t_Jrse OL-the custofmr? rbuglnessfhjgrdered tkh)ae zjwce among those states having jurisdiction to impose an income tax or
m?rr]ggqhoe'gzr'\%e';:rts treéC(Iai\ﬁeg i(n)qrtr?igns%ate i?ﬁ:g] E:)Lsgm%kter franchisetax measured by net income on the taxpayer in propor
; ! A tion to the use of the computer software in those staeslefer
ing address is in ”."s state._ . . mine computersoftware use in this state, the department may con

(v) Gross eceipts fom investment banking serviceShe  gjger the number ofusers in each state where the computer
numeratorof the receiptéactor includes gross receipts, includingsgfyareis used, the number of site licenses or workstations in this

commissions,management fees, or underwriting feeayned giate and any other factors that reflebe use of computer seft
from investment banking services if either of the followingy5rein this state.

applies: . L . (z) Gross pyalties and other giss eceipts fom intangibles.
1. The issuer of the securities is not engaged in a trade er bysi The numerator of the receipts factor includes grogalties
nessand the issués billing address is in this state. andother gross receipts received for the ofstangible property

2. Theissuer of the securities is engaged in a trade or busingsshe userpurchaseror licensee uses the intangible propaty
thelssuer of the securities maintains a regular plage of busm_esa jBcation in this state.
this state, and the securities relate to that pesdaisiness in this 5 |angible property is used at a location in this state if the
state. If the securities relate to that perseagular place of busi g r,purchaseror licensee uses the property in the operafon
nessin more than one state, the receipts from the performance,gfaje or business at a location in this state, for personal use in this
the service are included in the numerator of the receipts facQke o if the userpurchaseror licensee is an individual whose
accordingto the portion of the service recelve_d_ in this state. If t micileis in this state. If the useaurchaseror licensee uses the
regularplace of business to which the securities relate cannotij, ipleproperty in morehan one state, the gross royalties and
determ_lne_dthﬁ serwcle IS I'ECEIVGCfi 'L‘ this state if the |ssdueineaf othergross receipts from the sale or use of the intangible property
securitiesjn the regular course of the isst®businessordered - g5 he divided among thostates having jurisdiction to impose
theservice from an dte in this state. If therdering ofice cannot - 5jncome tax or franchise tax measured by net income on the tax
kt))_t?l_detercri\?jlned, the SﬁFV'Ce is received in this state ifsS¥igels 5y erin proportion to the use of the intangible property in those

iling address Is in this state. . states. To determineintangible property use in this state, the

(w) Gross eceipts fom security bokerage servicesl. The departmentmay consider the number of licensed sites in each

numeratorof the receipts factor includes fees, commissions; mattate the volume of property manufactured, produced, or abld

gin interest, and other gross receipts from security brokerage $ggationsin this state, or any other factors that reflect the use of
vicesif the customeés billing address is in this state. theintangible property in this state.

2. The numerator of the receipts factor includes net gains, net(ze) Gross eceipts fomservices pvided to egulated invest
of commissions, but not less than zero, from sales of trading asggésitcompanies.1. Except as provided in subd. 2., thenerator
if the customes billing address is in this state. rafling assets” of the receipts factor includes gross receiptgl net gain
includesecurities, commodities, anelated financial instruments describedunder pars. (a) to (Z) from services pro\/ided to or on
that a taxpayer acquires ahnolds for sale in its inventory account.pehalfof a regulated investment compang defined in section
The receipts factor doesot include gross receipts or net gaings1 of the Internal Revenu€ode. The regulated investment
from sales or other dispositions of investment assets. companyis considered the purchaser or consumer of the services.

(x) Gross eceipts fom other servicesThe numerator ahe 2. At the taxpayes option, the portion of the gross receipts
receiptsfactor includes gross receidtem services that are not receivedfrom a regulated investment company from the sale of
describedn pars. (a) to (w) if the purchaser of the servéxeeived  administration, distribution, or management services shall be
the benefit of the service in this state under afthe following  includedin the numerator of theeceipts factor as described in

circumstances: subd.3. A taxpayer that makes this election shall use this method
1. The benefit of a service is received in this state if any of the determinghe receipts included in the numerator of the receipts
following applies: factorfrom each regulated investment company for or on behalf
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of which it performs services and shall compute the receipts froggardto receipts described in pars. (a) to (ze), this paragraph does
eachregulated investment compasgparately For purposes of notapply to taxable years beginning anafter January 1, 2009.

this subdivision: (5) PavroLL FACTOR. The mayroll facta is e ratio of the otal
a. “Administration services” include clerical, accountingcompensatiompaid to enployees locatel in this gate © the tal
participantrecord keeping, transfer agendyookkeepingdata compensatiorpaid to employeeslocatel everywhere deter-
processing, custodial, internal auditing, legal, and tax serviga#edin accordane with the povisiors d ss. 71.04 (6) and
providedfor a regulatednvestment company but only if the pro 71.25(8), Stats, and s Tax 2.39 (5). “Compensatio paid to
vider of the services also provides, or ifilmted with a person employees”includes deductibk managementr service fees
that provides, distribution or management serviteshe regu  paidto a elated entity directly or indirectly for the performance
latedinvestment company of persondservices and the stus d the fees is in this date if the
b. “Distribution services” include advertising, servicing>ervicesre performedin this sate The ecipiert of the fees may
investoraccounts, marketing, or selling shares of the regulat8gtinclude e mpensatio paid to its employees with respect
investmentompany In the casef advertising, servicing, or mar (0 (e Personaservices in either the rumerate or denominator
keting shares, the services shall be performed by a person thaﬁf#f .pixroll faptor.f 4K 2.49 first apply for taxabl beginni ;
or, in the case of a closed end compamss eitheengaged in the 4y 2006 & oo e AP Toriaxable YEaTs heginhing on <and
serviceof selling the shares orfdifited with a person that is THistory: Cr. RegisterAugust, 1973, No. 212, feB-1-73; am. (1) (b), Register

engagedn the service of selling the shares.tHa case of an open July, 1978, No. 271, &8-1-78; corrections in (1) (b) and (3) made under s. 13.93
engcgm anvthe service of Selglin shares shall be erforme% liam) (b) 7., Stats., Registevlarch, 1999, No. 519; CR 04-031and recrRegister
pany g p PWine 2006 No. 606, fei7—1-06; correctioiin (4) (zm) made under s. 13.93 (2m) (b)

suantto a contract entered into under 15 USC 80a-15(b). 7., Stats., Register November 2006 Nol&dorrections in (1) and (3) (intro.) made
“ . .o - unders. 13.92(4) (b) 7., Stats., Register April 2010 No. 65nR0943: «f
c. “Management services” include renderifmyestment 1531 gand CR 10-001: am. (1), (2) (h), @tro.), (4) (intro.), (2) 1., (zm) and
advicedirectly or indirectly to a regulated investment companyzs),cr. (2) (dm), (fm), (g) 16., 17., (hm) and (3) (d)(3) (c), renum. (3) (d) to be
determiningwhen sales and purchases of securitietodse made (3) (¢) Register June 2010 No. 654, &t1-10.
on behalf of the regulated investment compasslling orpur- . . .
chasingsecurities constituting assets of a regulam@stment ~ Tax 2.495  Apportionment  of apportionable income
companyand related activities, but only if the activities are pef interstate brokers-dealers, investment advisers,
formedpursuant to a contract with thegulated investment cem Investment companies, and underwriters. (1) Scope. A
panyentered into under 15 USC 80a—-15(a), for a person that f4@keragehouse, investment advisenvestment compamor
enterednto the contract with the regulated investment compariderwriterthat is engaged in business both in and outside this
or for a person that is filfated with a person thdtas entered into Stateshall apportion its apportionakilecome as provided in this
the contract with a regulated investment company section.except if the brokerage house, investment advrsezst
ment companyor underwriter is irm combined group, its Mton-

d. A person is diliated with another person &ach person is ; : : : ;
amember of the sameféifited group, as defined under sectiorgIn share of the combined grosipportionable income is cem

| tedas provided in s. 71.255 (5), Stats., and further detailed in
1504 of theInternal Revenue Code without regard to sub. (b) #Tax 2_(?1 @). Nonapportionasbl)e income stmlallocated as

section1504. _ . providedin s. 71.25 (5) (b), Stats.

e. Receipts receiveffom a regulated investment company Note: A brokerage house, investment advisevestment companyr under
includeamounts received directly or indirectly from tiegulated writert?tat isJ a cor;ifrgg%g may be inY azcgin?zi';?d group for t;”}xab'? years bte_ginning
H H H on or after January, . ee s.a . Or a description of corporations
investmentcompany and amounts receivieom shareholders in o iivedto use combined reporting.
theregulated investment company

) ] (2) DeriNniTioNs. In this section:
3. The numerator of the receipts factor includes the sum of ;) «gjjjing address” means the address indicated in the tax
receiptsdetermined by multiplying the groseceipts from the e rshooksand records on the first day of the taxable year
sale of administration, distribution, and managemeatvices :

ided behalf of h lated i on a later date in the taxable year witlea customer relationship
providedto or on behalf of each separate regulated INvestmeyan to which a taxpayer regularly sends any notice, statement
companyby a fraction, computed as follows:

¢ or bill to the taxpayés customer The billing address of a cus

a. The numerator dhe fraction is the sum of the monthly pertomerwho is a natural person means the address of that person’
centagesletermined for each month of the regulated investmetiémicile.
company'staxable year for federal income tax purposes, which () “grokerage commission” includes, but is not limited to, all

taxableyears ends withior at the same time as the taxpay@x  sgjesfees on agency or principaansactions whether clyzd
ableyear but excluding any month during which the regulategypjicitly or implicitly.

investmentcompany had no outstanding shares. The monthly « " ) _
percentagdor each month is determined by dividing the numb%r (c) "Brokerage house” means a firm or place where a broker

. . ealerconducts business.
of shares in theegulated investment company that are owned on p ., . .
thelast day of the month by shareholders whose domicile or com (d) “Broker-dealer” means a person engaged in the business
mercialdomicile isin this state by the total number of shares in ti‘{g effecting transactions in securities, commodities, and related
regulatednvestment company outstanding on that date. Inancialinstruments for the account of another or forgaesorns

. L wn account. “Broker—dealer” does not include a sales agent; an
b. The denominator of the fraction is the number of month Ysuerwith respect to purchasinand selling the issuar own

percentages. _ securities; a bank, savings institution, tarst companywhen
(zm) Other sales. The numerator of the receipts factokeffectingtransactions for its owaccount or as an agent; a person
includesall other receipts described in 8x12.39 (6) (b) to (i), to in that persors capacity as @ersonal representative, executor
the extent not described in this subsection. administratorholder of power of attorneguardian, trustee @f
(zs) Receipts not taxedFor taxable years beginning befordestamentaryr inter vivos trust, conservatar pledgee; or any
Januaryl, 2009, fiftypercent of the taxpayarreceipts that are otherperson excluded from the definition of “broker—dealer” in
apportionedunder this section to a state which does not have jurfs 551.102 (4), Stats.
diction to impose an income tax or franchise tax measurestby  (e) “Commercial domicile” means the location from which a
incomeon the taxpayer shall be included in the numeratthef tradeor business is principally managed and directed. If the tax
apportionmenfraction if the taxpayés employees or representa payeris oiganized under the laws of a foreign countine com
tives performed such services from a location in this statgh Wmonwealthof Puerto Rico, or any territory @ossession of the
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United States,‘commercial domicile” shall be deemed for theincomeproducing factgrthe department may order permit the
purposeof this section to be the state of the United States or thiiminationof the payroll factor In any case in which the taxpayer
District of Columbia from which the taxpaysertrade or business hasno propertyor in which the departmedetermines that prep
in the United States is principally managed and directed. It shaidty is not a substantial income produciiagtor, the department
be rebuttably presumed that the locatibom which a trade or may order or permit the elimination of the propefégtor This
businesss principally managednd directed is the state of thesubsectiordoes not apply ttaxable years beginning after Decem
United States or the District of Columbia at which the greatdstr31, 2007.

number ofthe taxpayets employees work, have theirfioé or (d) For taxable years beginning after December 31, 2007,
baseof operations, or are directed or controlled, as of the last dgyportionablencome shall be apportioned using an apportion
of the taxable year mentfraction composed of the receipts factor under sub. (4).

(em) “Engaged in business in and outside gime” has the Note: Brokers—dealers, investment advisers, investment companies, ane under
; : writersthatare in combined groups use the receipts factor numerator and denomina
samemeaning as in s.ak 2.39 (2) (b). tor to compute the modified sales fagtwhichthen determines the compasiy\s-
() “Investment adviser” has the meaning given inUISC  consinshare of the combined grosgpportionable income. See s. 71.255 (5), Stats.,
80b—-2(a) (11). ands. Tax 2.61 (7) for details.

) " . . . (4) RecelpTsracTOR. The receipts factor is the ratio of the-tax
80?53)3 Investment company” has thieeaning given in 15 USC payer’sreceipts in this state to the taxpdgenptal receipts every
| ) whereduring the taxable yeatnterest, dividends, gross receipts
_ (h) “Person” means a natural person, estate, trust, partnersjthet gains from sales of securities, and other income from-invest
||m|'ted ||ab|||ty Company COI’pOI’atlon, or any Other bUS|neS§"nent assets held by a taxpayer in the taxp’isydmvestment
entity. accountmay not be includeah the receipts factorThe receipts
(i) “Regular place of business” meaars ofice at which the factorshall include the items described in pars. (a) to (h).
taxpayercarries on its business in a regular and systematic mannetote: A broker-dealefinvestment adviseinvestment compangpr underwriter
andwhich is regularly maintained, occupied, or used by emp|0¥1at is a combinedgroup member must adjust its receipts factor numerator and
eesof the taxpayer enominatoms described in saX 2.61 (7)_. )
o Y o (@) Gross bokerage commissionsThe numerator of the
() “Sales agent” means any individual other than a brokefgceiptsfactor includes gross brokerage commissions earned if
dealerwho represents a broker—deaterissuer in décting or  he billing address of the customer is in this state.

attemptingto efect transactions in securities. A sales agent o .
includesa partnerofficer, or director of a broker—dealer or issuer. (b) Gross magin inteest. The numerator of the receipts factor

: L : s L cludestotal magin interest earned on behalf bfokerage
?r a person occupying a similar status or performing similar funl§ccountsowned b?/ customers if the billing address of thg cus
ions.

. _ tomeris in this state.
(k) “State” means a state of the United Stattes,District of

: : . c) Gross account maintenance feeBhe numerator of the
Columbia,the commonwealth of Puerto Rico,any territory or © ) . .
possessionf the United States. receiptsfactor includes account maintenance fees received on

N i . . behalf of brokerage accounts owned by customers if the billing
(L) “Taxpayer” means a broker—dealgwvestment adviser 5qdresof the customer is in this state.

investmenicompanyor underwriter who is subject to apportion (d) Gross eceipts fom trading assetsl. Except as provided

mentunder this section. subd.2., the numerator of the receipts factor includes gross

(m) “Trading assets” include securities, commodities, ar@ceipts,net of commissions, from sales of trading assets, if the
relatedfinancial instruments that a taxpayer acquires and fards day—-to—daydecisions regardintpe trading assets occur at a loca

salein its inventory account. _ tion in this state. If the day—to—day decisions regardingréuting
(n) “Underwriter” includes all persons described under lassetccur at locations both in and outside this stateasisets
USC77b (a) (1). shallbe considered to be located at the location where the trading

(3) APPORTIONMENT FORMULA COMPUTATION. For taxable policies and guidelines are establishétcshall be rebuttably pre
yearsbeginning after December 31, 2005, a broker-dealeest sumedthat the location whertie trading policies and guidelines
mentadviser investment companyr underwriter that is engagedareestablished is at the taxpajcommercial domicile.
in business in and outside this state shall determine iisaehe 2. If the inclusion of gross receipts results in substantial dis
for state franchise or income tax purposes as provided in this gection of the receipts factothe department mayrder or permit
tion. The broker—dealerinvestment adviseinvestment com thesubstitution of net gaimet of commissions, from sales of trad
pany,or underwriter shall first deduct froits total net income its ing assets.
nonapportionabléncome, less related expenségonapportion (e) Investment companyeceipts. The numerator of the
ableincome shall be allocated as provided.i1.25 (5) (b), Stats. receiptsfactor includesyross payments received on investment
The broker—dealerinvestment advisgmvestment companyr  contractsissued bythe taxpayer and held by customers if the bill
underwritershall apportion its remaining net income to #t&te ing address of the customer is in this state. “Investment contract”
asfollows: includesany bonds, shares, coupons, certificates of membership,

(a) For taxable years beginning after December 31, 2005, aicdther obligations or agreements issued byakpayer to return
before January 1, 2007, apportionable income shalbppor  to the holders or owners money or anything of value at $ome
tioned using an apportionment fraction composed of a receigigte.
factor undersub. (4) representing 60% of the fraction, a payroll (f) Gross eceipts fom underwriting servicesThenumerator
factorunder sub. (5) representing 20% of the fraction, and a pragf the receipts factor includes gross receipts, including gross com
erty factor under sub. (6) representing 20% of the fraction.  missions,gross management fees, or gross underwriting fees,

(b) For taxable years beginning after December 31, 2006, sffnedin performing underwriting activities on behalf tfe
before January 1, 2008, apportionable income shalappor  issuerof the securities if either of the following applies:
tioned using an apportionment fraction composed of a receipts 1. The issuer of the securities is not engaged in a trade er busi
factor undersub. (4) representing 80% of the fraction, a payrotless,and the issués billing address is in this state.
factorunder sub. (5) representing 10% of the fraction, and a prop 2. Theissuer of the securities is engaged in a trade or business,
erty factor under sub. (6) representing 10% of the fraction.  theissuer of the securities maintains a regular place of business in

(c) In any case in which the taxpayer mamsemployees nor this state, and the securities relate to that pesdmumsiness in this
paysmanagement or service fees to a related ewtitin which  state. If the securities relate to that persorégular place of busi
the department determines that employees are not a substami&gsin more than one state, the receipts from the performance of
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the service are included in the numerator of the receipts facincomefor state franchise or income tax purposes as provided in
accordingto the portion of the service received in this state. If thiis section. The public utility shall first deduct frata total net
regularplace of business to which the securities relate cannotiheomeits nonapportionable income, less related experides.
determinedthe service is received in this state if the issu¢hef apportionabléncome shall be allocated as provided.iii1.25 (5)
securitiesjn the regular course of the issigebusinessprdered (b), Stats. The public utility shall apportion its remaining net
the service from an dite in this state. If therdering ofice cannot incometo this state as follows:
be determined, the service is received in this state ifsheeis (a) For taxable years beginning before January 1, 24}&)¢
billing address is in this state. tionable income shall be apportioned using an apportionment
(9) Other goss eceipts or net gainsThe numerator of the fraction obtained bytaking the arithmetical average of the sales
receiptsfactor includes any other grossceipts or net gains asfactor, property factarand payroll factor

providedin s. Tax 2.49 (4). (b) For taxable years beginning after December 31, 2005, and
(h) Receipts not taxedror taxable years beginning before-Jarbefore January 1, 2007, apportionable income shallppor

uary 1, 2009, fifty percent of the taxpa\gereceipts that a@ppor  tionedusing an apportionment fractisomposed of the sales fac

tioned under this section to a state which does not have jurisdictionrepresenting 60% of the fraction, the property factor repre

to impose an income tax or franchise tax measured by net incose@ting20% of the fraction, and the payroll factor representing

on the taxpayer shall be includedtire numerator of the appor 20% of the fraction.

tionmentfraction if the taxpayes commercial domicile is in this (c) For taxable years beginning after December 31, 2006, and
state. With regard to receipts described in pars. (a) to (f), this patgefore January 1, 2008, apportionable income shalappor
graphdoes not apply to taxable years beginning on or after Jaignedusing an apportionment fracticomposed of the sales fac
ary 1, 2009. . . tor representing 80% of the fraction, the property factor represent

(5) PavroLL FACTOR. The myroll factais he ratio of the btal  ing 10% of thefraction, and the payroll factor representing 10%
compensatiomaid to enployees locatel in this date o the btal  of the fraction.
compensatiorpaid to employeeslocatel everywhere deter- (d) For taxable years beginning after December 31, 2007,
minedin accordane with the rovisiors d ss. 71.04 (6) and  gphortionableincome shall be apportioned using an apportion
71.25(8), Sats, and s Tax 2.39 (5). “Compensatio paid 0 mentfraction composed of the sales factor
employees’includes deductibe managemenbr service fees  note: public utilities that are in combined groups must adjust the numerator and
paidto a elated entity directly or indirectly for theperformance denominatonf the sales factor as described inax Z.61 (7).
of persondservices and the stus d the fees is in this date if the Note: The provisions of s.ak 2.50 first apply for taxable years beginning on Janu

- o o ary1, 2005,

ser\(lcesre parformed in th'.s sat.e The recipiert Ofth.e fees may Note: Section 8x 2.50 interprets ss. 71.04 (8) (b) and (c) and 71.25 (10) (b) and
notinclude the mmpensatio paid to its employees with respect  (c), stats.

to the personaservices in either the numerateo or denominator  History: Cr. RegisterAugust, 1973, No. 212,feB-1-73; am. (1), Registefeb
of its payroll factor ruary, 1990, No. 410, &f3-1-90; emay. r. and recref. 12-5-05; CR 05-17: . and
: . . . _recr. Register June 2006 No. 606, &-1-06;corrections in (1) and (3) (intro.) made
(6) ProPERTYFACTOR. The property factor is determined inunders. 13.92(4) (b) 7., Stats., Register April 2010 No. 652; EmR0948; ef
accordancewith the provisions of ss. 71.04 (5) and 71.25 (7},2-31-0%nd CR 10-001: am. (1) and (3) (intro.), renum. (2) (a) to (0@ @) (b)
Stats.,and s. @x 2.39 (4). 0 (e), cr (2) (a) Register June 2010 No. 654, +1-10.

Note: The provisions of s.ax 2.495 first apply for taxable years beginning on ; i i
Januari, 2006, Tax 2.502 Apportionment of apportionable income

History: CR 04-031: crRegister June 2006 No. 606f, &-1-06; corrections in of interstate tel_eco_mmunications companies. ] (@))] SCoPE.
(1), (2) (d) and (3) (intro.) made under s. 13.92 (4) (b) 7., Stats., Register April 20A0telecommunicationsompany that is engaged in business both

No. 652; EmR0943: &f12-31-09 and CR 10-001: am. (1), (3) (intro.), (4) (intro.); i i i i H i
Bty s O oy and 23 (0 0 () T (i 5 k()e)(é))(((:) Reg)is(te)rsune Jin and outside this stathall apportion its apportionable income

2010 No. 654, éf7-1-10. asprovided in this section, except if the telecommunications com
panyis in a combined group, itsig¢onsin share of the combined
Tax 2.50 Apportionment of apportionable income of group’s apportionable income is computed as provideds.in

interstate public utilities. (1) Scope. A public utility thatis 71.255(5), Stats., and further detailed in ax®.61 (7). Nonap

engagedn business both in and outside this state shall apportipartionableincome shall be allocated as provided in s. 71525

its apportionable income as provided in this section, except if tti®, Stats.

public utility is in a combined groupts Wisconsin share of the Not;e: /t\telilcommunit;:ati_on_s company ftthag is & COTEOE%ﬁ(gS' bs?:j: 2 E;cinr(gl))iPed
i i H i i uptor taxable years beginning on or after January 1, . or

Fnogqt;l?%%gg ?g)p %?aﬁgorggg?glfhgcgé?glés d(\}roan;%}Jéid(%sr\%?‘_wd%escription of corporations required to use combined reporting.

apportionable income shall be allocated as provided in s. 71.25 (5 2) PEF'N'T'ONS'. 'T‘ this Se.Ct'?n: . )
(b), Stats. a) “Cable television service” means cable service as defined

(2) DeFINITIONS. In this section: :2 21; ng g%gg%when provided over a cable system as defined

(a) “Engaged in business in and outside this state” has the SaMe,m) “Engaged in business in and outside #tite” has the
me(%r;ln?zs in TI. fx t239 @ (b).th | fracti . dsamemeaning as in s.ak 2.39 (2) (b).
ayroll Tactor means the payroll raction computed ) «payroll factor” means the payroll fraction computed
U“‘:e)rs‘;;l-o“ t(6)f Ort71“-25 (8), St';ats-’ a“d?‘f‘f-3?_- unders. 71.04 (6) or 71.25 (8), 2001 Stats., anchs. 2139,
C) "Froperty 1actor” means the property fraction computed () «property factor” means the property fraction computed
unders. 71.04 (5) or 71.25 (7), Stats., andax Z.39. unders. 71.04 (5) or 71.25 (7), 2001 Stats., anchs. Z.39.
(d) “Public utility” means any business entity that ovans (d) “Telecommunicationgompany” means any person that

operatesany plant, equipment, properfyanchise, or licens®r  ,yng operates, manages, or controls any plant or equipment used
the production, transmission, sale, delivesyfurnishing of elec ¢4 frnish telecommunications services and cable television ser

tricity, water or steam the rates of cgas for goods or services jces within this state directly or indirectly to the public and
of which have been established or approved by a federal, statg;yesat least 70% of its gross income for the current taxable year
local government or governmental agency from the provision of telecommunications serviaes cable tele

(e) “Sales factor” means the sales fraction computed undergsjon services, excluding internet service and the resale of tele
71.04(4m) and (7) or 71.25 (6m) and (9), Stats., an@®.2139. communicationdy telecommunicationesellers as defined in s.

(3) APPORTIONMENT FORMULA COMPUTATION. For taxable 196.01(9), Stats. For purposes of the 70% test, gross income does
yearsbeginning after December 31, 2004, a pubtiity that is not include interest, dividends, rents, royalties, capital gains or
engagedn business in and outside this state shall determine its nadinary gains from asset dispositions, other than in the normal
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courseof business. “@Blecommunications company” does nofied by information received by theeller from its service pro

includeinternet service providers. vider, is located in this state.
(e) The following terms have the same definitionprxided (d) Private communication servicesThe following gross
in ss. 77.51 and 77.522 (4) (a), Stats.: receiptsfrom thesale of private communication services are in
1. “Ancillary services” (s. 77.51 (1ba), Stats.). this state:
2. “Call-by—call basis” (s. 77.522 (4) (a) 2., Stats.). 1. Any separate chge attributable to austomer channel ter
3. “Communications channel” (s. 77.522 (4) (a) 3., Stats.)Tinationpoint located within this state. ,
4. “Customer” (s. 77.522 (4) (a) 4., Stats.). 2. If all customer channel termination points are located
5 “Customer channel termination 'oint" (s. 77.522 (4) (a) 5ﬁ)ntlrelyln this state, th_e gross receipts attributable to those cus
Stats') p S0 merchannel termination points.

N . - 3. Fifty percent of the gross receipts attributablsggments
6. “Home service provider” (s. 77.522 (4) (f‘) 7., Stals.). of 4 channel between two customer channel termination points
7. “Interstatetelecommunications services” (s. 77.51 (Sn)ocatedin different states, if one of those customer channel ter
Stats.). minationpoints is located in this state.

8. “Intrastate telecommunications services” (s. 77.51 (5r), 4. |f the segments arsot chaged separatelythe gross
Stats.). receiptsattributable to segments of a communications channel

9. “Mobile telecommunications service” (s. 77.522 (4) (a) 8thatis located in this state and in more than one other state or
Stats.). equivalent jurisdiction, computed based on a percerdatgr

10. “Place of primary use” (s. 77.522 (4) (a) 9., Stats.). minedby dividing thenumber of customer channel termination

11 “Posipid caling senvice (s. 77,522 (4) (2 10, Stas JOIIin 1 tate by the fotal number ofcustomer chanmel e
12. “Prepaid calling service” (s. 77.51 (10d), Stats.). P J g

. L ) o nicationschannel are located.
13. “Prgpald W|reless. cal_llng ser\(lce“ (s. 77.51 (101), Stats.). (e) Ancillary services.Gross receipts from the sale of ancillary
14. “Private communication service” (s. 77.51 (10s), Statsgdervicesare in this state if the custonplace of primary use is
15. “Service address” (s. 77.51 (17m), Stats.). in this state.

16. “Telecommunications services” (s. 77.51 (21n), Stats.). (f) Carrier network access and sales fesale. The following

(3) APPORTIONMENT FORMULA COMPUTATION. For taxable grossreceipts from carrier network access and from the sale of
yearsbeginning after December 3004, a telecommunications telecommunicationservices for resale are in this state:
companythat is engaged in business in and outside thisstate 1. Grossreceipts from access fees attributable to intrastate
determineits net income for statfanchise or income tax pur telecommunicationservice that both originates and terminates in
posesas provided in this section. The telecommunications conhis state.
panyshall first deduct from its total net income its nonapportion 2. \Where subd. 1. does not appp percent of thgross
able income, less related expenses. Nonapportionable incopageiptsfrom access fees attributable to interstate telecommunica

shallbe allocated as provided in%&L.25 (5) (b), Stats. The tele tionsservice if thenterstate call either originates or terminates in
communicationscompany shall apportion its remaininget  this state.

incometo thisstate using an apportionment fraction obtained by
takingthe arithmetical average of the property fagpawyroll fac
tor, and sales factorThe sales factor is determined as prescrib
in subs. (4) and (5), as applicable.

(4) SALESFACTORFORTAXABLE YEARSBEGINNING BEFOREJAN-
UARY 1,2009. For taxable yearseginning before January 1, 2009,

the sales factor is the sales factor as would be deterninéer | oqe|ier'ssale to the customer would be sourced to this stater
s.71.25 (9), 2001 Stats. the rules of this subsection, provided the information is readily
(5) SALESFACTORFORTAXABLE YEARSBEGINNING ONORAFTER  availableto make that determination. If the information is not
JANUARY 1, 2009. For taxable years beginning onafter January readily available, the taxpayer must use a reasonable and-consis
1,2009, the salefactor is determined as provided in s. 71.25 (9entmethod to determine the amowrfitgross receipts from sales

Stats.,as efective for the current taxable yeaFor purposes of for resale that are derived fromistonsin, based on the informa
computingthe numerator of telecommunications compasy’ tion that is available.

salesfactor under this subsectiqn, the follovx_/ing_ rules apply: (g) Other sales.Sales other than thoslescribedn pars. ()

(a) General. Except as provided otherwise in pdn) to (f), to (f) are inthis state if so determined under s. 71.25 (9), Stats., and
grossreceipts fronthe sale of a telecommunications service o Tax 2.39.
mobile telecommunications service are in this state if the customnote: Telecommunications companies that are in combined groups must adjust

er's place of primary use of the service is in this state. the numeratomand denominator of each of their apportionment factors and then con

M, . vert the arithmetical average of these factors to the modified sales faloe®omodi
(b) Telecommunications services on call-by—call basBr0SS fieq sales factor then determines the companyisconsin sharef the combined

receiptsfrom the sale ofelecommunications services sold on agroup’'sapportionable incomeSee s. 71.255 (5), Stats., andax Z.61 (7) for details.

individual call-by—call basis are in this state if either of the follow__Note: The provisions of s.ax 2.502 first apply for taxable years beginning on
ing applies: Januaryl, 2005.

- - . . . Note: Section &x 2.502 interprets ss. 71.04 (8) (b) and (c) and 71.25 (10) (b) and
1. The call both originates and terminates in this state. (c), Stats.

: . : : : istory: Emeg. cr, ef. 12-5-05; CR 05-17: ct RegisterJune2006 No. 606,
2. The call either originates or terminates in this state and t&é?—l—%; corrections in (1) and (3) (intro.) madeler s. 13.92 (4) (b) 7., Stats.,

serviceaddress is located in this state. RegisterApril 2010 No. 652; EmR0943:fefl2-31-09 and CR 10-001: am. (1) and
(©) Postpaid callingservices, paid calling services, and % () am) (). 2 0,0 @)and ) renum 2 ) tobe 0 ) ana

prepaidwireless calling servicesGross receipts from the sale () (b) 4., Stats., Register June 2010 No. 654.

postpaidcalling services, prepaid calling services, gmepaid

wirelesscalling services are in this state if the origination point of Tax 2.505 Apportionment of apportionable income

the telecommunication signal, as first identified by the serviagf interstate professional sports clubs. (1) Score. The

providers telecommunication systeor, if the system used to apportionableincome of professional sports clubs engaged

transporttelecommunication signals is not the séfieas identi  businessn and outside Wgconsin duringhe year shall be appor

3. Gross receipts from interstate end user access lingeshar
(i??fludingthe surchaye approved by the federal communications

mmissionand levied pursuant to 47 CFR 69, if the custdener
serviceaddress is in this state.

4. Gross receipts from sales of telecommunicatg@rsices
other telecommunication serviggoviders for resale if the
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tionedto Wisconsin using the apportionment fraction described igr June 2010 No. 654,fef7~1-10; correction to (1) (title) made under s. 13.92 (4)
s.71.25 (6), Stats., and the apportionment formula computatiih?- Stats- Register June 2010 No. 654.

describedn s. 71.25 (6m)Stats., if applicable, exceptif the pro .. 5 &4 pefinitions relating to combined reporting.

fessionalsports club isn a combined group, its i€onsin share 1) Purpose This section provides definitions applicable to ss.

of the combined groug’apportionable income is computed a ax2.61. 2.62. 263 2.64.2.65. 2.66. and 2.67. which inter
. . o .67, pret the
providedin s. 71.255 (5), Stats., and further detailed irag.2T61 mbinedreporting provisions of s. 71.255, Stats.

(7). The propertypayroll, and sales factors described in s. 71. . . " .
(6) and (6m), Stats., shall be determirmaddescribed in this sec (2) DeriNTiONS. (@) “Combined group” has the meaning

tion givenin s. 71.255 (1) (a), Stats. The following subdivisions-clar
Note: A professional sports club that is a corporation may be in a combined grd&ﬂ this meaning: _ o N
for taxable years beginning on or after January 1, 2009. Sea £.61 (2) for a 1. If a group of corporations satisfies all three conditions

descriptionof corporations reqL.Jired to L.Jse combined repo.rting. ) ) describedn s. Tax 2.61 (2) (a), it is considered a combined group

(2) DeriNimioN. In this section, “engaged in business in angyenif the group isnot eligible to apportion its income because
outsidethis state” has the same meaning as ims.2139 (2) (b). all corporations in the group do business solely iscdhsin.

(3) ProPERTY FACTOR. The property factor is a fraction as 2. A combined group remains in existence for as lortwas
definedin s. 71.25 (7)Stats. Owned or rented real and tangiblgr more corporations meet all three conditions described ixs. T
personabroperty shall be included in the factor as providesl in 2 61 (2) (a) with regard to the same unitary business. The mere
71.25(7), Stats., and saX 2.39 (4). Minor equipment, such asadditionof newmembers or departure of existing members does
uniforms, and playing and practice equipment, need not Bt create a new combined group.

m(lillut(je%ln trhe rfa(f:totrrd o5 ot 00l (o taxable vbamNing after Decem 3. Any commonly controlled group that has madeatrolled
berot- oous Property factor do i ysagnning groupelection is a combined group, and each member of a com

(4) PavroLL FACTOR. The payroll factor is a fraction defined Menly controlied group that has made the controlled group elec
in's. 71.25 (8), Stats. Compensation shall be reportecbailed 10N IS @ combined group member . .
in's. 71.258), Stats., and saX 2.39 (5). Bonuses and payments (b) “Combined group member” means a corporation for which
shall be included in the payroll factor onaorated basis in anypart of the corporatios’netincome or loss is subject to com
accordancewith internal revenue service ruling 71-137, Cumpination and therefore required to be included in a combined
Bull., 1971-1. Compensation paid for optioned players &teall report,or any member of a commonly controlled greiugt is sub
includedin the factor only if paid directly to the player by the-taxi€ctto a controlled group election.

payer. (c) “Combined report” has the meaning given in s. 71.255 (1)
Note: The payroll factor does not apply to taxable years beginning after Decemfl)), Stats. A combineteport is considered a return filed pursuant
31,2007 to ss. 71.24 (1) or (1m) or 71.44 (1) or (1®)ats., as applicable,

(5) SaLEs FAcTOR. The sales factor is a fraction as defined iBy each corporation included in the combined report. For this rea
s.71.25 (9), Stats. Sales shiadl included in the factor in accerd son,the term “combined return” issed throughout the rules of
ancewith s. 71.25 (9), Stats., saX 2.39 (6) and the following this chapter to refer to a combined report.

rules: (d) “Combined return” has the sameeaning as “combined

(a) Gate eceipts. Gate receipts includall receipts from report” as explained in patc). In general, a combined return
gamesplayed at the taxpayer home facility plus any gate includesthe computation of combined unitary income, the appor
receiptsreceivedfrom games played away from the taxp&yer tionmentof the income to each combined group menéeepph
homefacility. The numerator of the sales fraction for taxpayetsable,any separate entity items, loss carryforwards, and credits of
whosehome facility is in Visconsin shall include all gate receiptseachcombinedgroup memberand the net tax and recycling sur
from games played in its home facilitfhe numerator of the saleschargeliability of each combined group membefo beconsid
fraction for taxpayers whose home facility is outsidés®dnsin  ered complete, a combined retushall contain all the items
shallinclude the percentage géte receipts received from gamesequiredin s. Tax 2.67 (2) (c).

playedin Wisconsin. (e) “Combined unitary income” means the combined group’
(b) Radio and televisiommeceipts. Radio and television netincome or loss attributable tbe unitary business which is
receiptsreceived bythe taxpayer as its proportionate share fromubjectto combination under s. 71.255, Stats., before appertion
aleagueor association contract with the major communicationsient and net business loss carryforwards. Combimeitary
networksare in Wsconsin in proportion to the number of gamethcomeexcludes angamounts that are not subject to combination
playedin Wisconsin to total games played e taxpayer covered becausef the wateis edge rules.
by the contract during the season. Lotelevision and radio  (f) “Controlled group election” means an election to include
receiptsare in Wsconsin if the games are played ifis@6nsin.  eyerymember othe commonly controlled group in the combined
(c) Concession income and miscellaneous inco@ences groupasprovided by s. 71.255 (2m), Stats., and further described
sionincome is assigned to the numeratdine concession is oper in s. Tax 2.63.
ated within Wsconsin. Miscellaneous income suctpaskinglot (g) “Corporation”includes corporations, publicly traded part
income,advertising income, and other similar income is assignedrshipstreated as corporations in section 7704 of the Internal
to the numerator if the activity is conducted withins@énsin.  RevenueCode, limited liability corporations treated as corpora
(d) Player contracts, franchises, and similar stes. Income tions underthe Internal Revenue Code, joint stock companies,
from player contract transactiorfsanchise fees, and other similarassociationsgommon law trusts and all other entities treated as
sourcesshall be excluded from the numerator and the denemir@rporationsunder section 7701 of the Internal Revenue Code,
tor of the sales fraction. unlessthe context requires otherwise in this chaptenah. 71,

Note: Professional sports clubs that arecombined groups must adjust the Stats.

numeratorand denominator of the sales factor as described ax2.81 (7). « . " . . .
Note: The provisions of s.ax 2.505 first apply for taxable years beginning on (h) DeS|gnated agent’” means the corporation in the combined

Januaryl, 2005. group responsible for actingn behalf of the group for matters
Note: Section & 2.505 interprets s. 71.25 (6), Stats. relatingto the combined return, as further described ias.2165.
History: Cr. Register December1980, No. 300, éf1-1-81; am. (1) tq3) _— » “ ;

(intro.), () and (d), Registeduly, 1989, No. 403, &f8-1-89:emeg. am. (iitle), (i) “Income” and “net incomelhclude net losses, unless the

(intro.) to (3) (intro.)and (d) (title), éf 10-12-07; CR 07-091: am. (title), (intro.) to contextrequires otherwise.

(3) (intro.) and (d) (title) Registelarch 2008 No. 627, £f4-1-08; EmR0943: N T ;
emeg. am. (intro.), renum. (1) to (3) to be (2) to (4), @), eff. 12-31-09: CR () “Intercompany transaction” means a transaction between

10~-001:renum. (intro.) and (1) to (3) to k&) and (3) to (5) and am. (1), ) Regis  two members of the same combined group.
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(k) “Internal Revenue Code” has the meaning given in ssombinedreport. Howeverdespite this election, a corporation
71.22(4) and (4m) and 71.42 (2), Stats., as applicable. may be required to exclude some or all of its net income, loss, and

(L) “Nonincludable corporation” means a corporation that i@Pportionmentactors from the unitary combinatidrso required
notrequired to use combined reporting even if it satisfies all thregderthe wate's edge rules described in sub. (4).
conditionsdescribed in s.8x 2.61 (2) (a). A nonincludable eor  (c) Corporations teated as pass—tbugh entities.Exceptas
porationcannot be a combined group member even if the nonjorovidedin par (f), corporations that are included in the definition
cludablecorporation is a membef a commonly controlled group of “pass—through entity” in s. 71.255 (), Stats., including
which has made the controlled group election. tax—optioncorporations, real estate investment trusts, regulated

(m) “Separate entity itemtheans a combined group meniger investmenicompanies, real estate mortgage investment conduits,
item of net income or Ioss or apportionment factor amount whigidfinancial asset securitization investment trustsparenclud
is not subject to combination but instead must be accounted forage corporations.However to the extent the net income or loss
a separate entity basis. Separate entity items may include th@kthese corporations is includedtire net income of, or distrib
listedin s. Bx 2.61 (5) (bjo (g). Net business loss carryforwardgitedto, a combined group membéte neincome or loss is sub
may be separate entity items if they are non—sharable loss caif§ftto combination to the extent derived from the unitarginess
forwards as provided in saX 2.61 (9). and otherwise subject to combination under the veateigerules

(n) “State” means a state of the United Stafess District of d€scribedn sub. (4). Therovisions of s. 71.255 (1) (m), Stats.,
Columbia,the commonwealth of Puerto Rico,any territory or d0 ot afect the taxation of tax—option corporations, real estate
possessionf the United States. investmenttrusts, regulated investment companies, real estate

“Unitary busi . Y th ti | mortgageinvestment conduits, or financial asseturitization
(0) “Unitary business income” means the net income or l0gg, ostmenttrusts, other than to exclude them from combined
derived from the unitary business, whether or not the income

. . J 2H ! - . - ““reportingexcept where their inclusion is required under @ar
lossis subject to combination. “Unitary business” is explalnetgb 9 P . q . Op
furtherin s. Bx 2.62. (d) Tax exempbrganizations. A corporation that is exempt

from income andranchise taxes under ss. 71.26 (1) or 71.45 (1),

. - . .~ Stats.,is a nonincludable corporation except to the extent it has

b|n_;edur_1|tary income and of each memiseshare of the combined e |atechusinessaxable income as defined in section 512 of the

unrtary Income. ) _ Internal Revenue Code. The net unrelated business taxable
(0) “Water’s edge rules” means thales provided under saX  income,and any corresponding apportionment factors are subject

2.61(4) under which some or all ofcarporations items attributa  to combinatiorto the extent the net income or loss is derived from

ble to a unitary business are not subject to combination becaggeunitary business and is otherwise subjectombination under
of the degree of the corporatisnactivity outside the United the water's edge rules described in sub. (4).

States. . o . i
X i : (e) Disregarded entities.An entity that is disregarded as a-sep
H;’S‘gry?eg“nﬁ’gl%ﬁf;iﬂgff ;?iiéﬁfé%ﬁ‘g;ﬁom cRegister April 2010 arateentity for federal income tax purposes under section 7701 of
No. 652, ef. 5-1-10. the Internal Revenue Cods considered a branch or division of
its owner for Wsconsin income and franchise tax purposes. A
Tax 2.61 Combined reporting. (1) Scope Section corporation shall include theetincome or loss and apportion
71.255,Stats., generally requires corporations that are commomigntfactors of any disregarded entity of which it is an owner in
controlledand engaged in a unitabyisiness to compute their netthe combined report to the extent they wouldibeluded if the
incomeon a combinedbasis. This section explains when eomcorporationitself earned the income. The waseedge rules
binedreporting is required and how to compute a corporatieet describedn sub. (4) do not apply tdisregarded entities except
incomeand tax liabilityunder combined reporting. Subsectioninsofaras the rules apply to the owner of the disregarded entity
(2) to (4) describe who must use combined reporting and what (f) Other piovisions that may applyNothing in ss. @x 2.60
incomeis subject to combination. Subsections (5) toef@lain  to 2.67 is intended or shoulte construed as a waiver of the
how to compute the taxable income af@mbined group member department'siuthorityunder s. 71.255 (2) (f), Stats., or any other
including net business loss carryforwards. Subsectionf§i®) authoritygranted to the departmeyt law Section 71.255 (2) (),

(p) “Unitary combination” means the computationcafm

videsrules relating to credits and credit carryforwards. Stats. provides the following:

(2) CORPORATIONSREQUIREDTO USECOMBINEDREPORTING (@) 1. The department may require that a combined répdtide
General. A corporationis required to use combined reporting ithe items of any person or entity who is not otherwise a combined
it satisfies each of the following three conditions: groupmember but who is a member of theitary business, in

1. The corporation is a member of a “commonly controlledrderto reflect proper apportionment of income of the entire uni
group” as defined in s. 71.255 (1) (c), Stats. See sub. (3) for rulagy business.
thatapply to identifying aommonly controlled group of corpera 2. If the reported income or los§ a combined group member
tions. engagedn a unitary business with a person or entity whioas

2. The corporation is engaged a “unitary business,” as otherwisea combined groumember represents an avoidance or
definedin s. 71.2551) (n), Stats., with one or more other corporaevasionof tax by either partythe department may require all or
tions in its commonly controlled group, dhe commonly con anypart ofthe income or loss and apportionment factors of either
trolled group makes a controlled group electi®ee s. ax 2.62 party to beincluded in or excluded from a combined report, or
for rules to determine whether corporati@ns engaged in a uni may require the use of a ééfrent apportionment factor or factors.
tary business. See saX'2.63 for rules pertainirtg the controlled (3) CoMMONLY CONTROLLEDGROUR In generals. 71.255 (1)
groupelection. (c), Stats., provides that a commonly controlled group exists in

3. The corporatiomas unitary business income that is subjecasesvherethere is common ownership or control of stock repre
to combination under the watsredge rules described in sub. (4)sentingmore than 50 percent of the voting power of the corpora

(b) Effectof contolled group election.If a controlled group tionsin the group. The corporations in a commonly controlled
election applies as indicated in p&) 2., all corporations ithe ~groupshall be determined as provided in s. 71.255 (1f5tels.,
commonlycontrolled group are deemedhte engaged in the samewhichiis further explained in the following paragraphs:
unitary business, and all of their net income or lossapyubrtion (a) Stock attribution rules.For purposes of s. 71.255 (t)
mentfactors are deemdd be derived from that unitary businessl. and 2., Stats., a shareholder is considered to have indirect own
In general, this means that if the controligdup election applies, ership of stock or indirectly own stock if the shareholder has
all members of the commonly controlled group are included incanstructiveownership of the stock by operation of section 318
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of the Internal Revenue Code, except as provided in subalsd 1. of the class of stock that was not exercised. This presunmpéign
2. berebutted by the taxpayer

Example: CorporationoA ‘owns stock representing 40%the voting power of (4) WaTer's EDGE. This subsection describes how a cerpo
s bt i (oaneioil C s Sk eation that s otherwise a combined group member etrmine
the Internal Revenue Code, Corporation A constructively owns stock represent@gd report itemsthat are not subject to combination due to the
55% (= 40% + (50% x 30%)) of the voting power of Corporation B. extentof the corporatiors activities outside the United States, as

1. In applying section 318(a)(2) of the InterrRévenue providedin s. 71.255 (2), Statdn general, the corporation must

Code,if a partnership, estate, trust, or corporation owns, directtpnsider whether it is a foreign corporation or domestic corpora
or indirectly, more tharb0 percent of an entjtit shall be consid tion, whether itqualifies as an “80/20 corporation,” and whether
eredto own all of the stock asther ownership or control interestsits income is from foreign sources or U.S. sources. fohaving
ownedby that entity rulesapply:

Example: Corporation D owns stock representing 10%he voting power of (a) Qualifying as a “foeign corporation”. For purposes dhe

CorporationE and has @5% interest in Partnership Partnership F owns stock rep ) R “ ' R
resentingd5% of the voting power of Corporation E. Corporation D is considerewater S edgerl’”es In pars. (d) and (e)’ a forelgn corporation

to constructively own stock representing 55% (= 10% + 45%) of the voting powerldfeansany corporation that is nabcorporated, @anized, or
CorporationE. This is because Corporation D owns more than 50% of Partnersgipeatedn the United States or under the laws of the United States

F and is therefore considered to own all of the Corporation E stock owned by-Part e :
shipF. P y @eﬂarfly state. For pu_rposefsdgtermln_lng whethetzl afcclirpo_ratlon
2. Ifa person has an option amquire stock or other owner IS a foreign corporation or a domestic corporattaefollowing

shipinterests in an entityhe stock or ownershipterests are not "U1€S apply: o
considerecowned by the person unless the department determines 1. If, for federal purposes, a corporation is treated as created
it to be necessary to prevent tax avoidance. or organized under the laws of both HeS. and a foreign jurisdic

(b) Common owner or owner&he common owner or ownerstion: Itis a dqmestlc corporation. _ _
neednotbe combined group members, and the common owner or 2. A foreign corporation thatomesticates and is treated by
ownersmay be persons other than corporations. a state amrganized under the laws of that state is a domestic cor

(c) Multiple unitary businesses.A commonly controlled Poration.
groupmay beengaged in one or more unitary businesses. There 3. If an entity is oganized in a foreign country and is reeog
fore, a commonly controlled groumay contain more than one nizedin that country as a corporation, but the erdtiivner elects
combinedgroup. to treatthat entity as a branch for U.S. taxation purposes or the
(d) Voting power 1. A shareholder has ownership or contrdnlity is a disregarded entjtihe entity shall be treated as a branch
of stock representing more th&@ percent of the voting power of Of its owner
acorporation only if the shareholder has ownership or control of (b) Qualifying as an “80/20 corporation”.1. For purposes of
morethan 50 percent dhe total combined voting power of allthe waters edge rules in pars. (d) and (e), a corporation is an
classeof stock of the corporation entitled to vote. “80/20 corporation”if 80 percent or more of its worldwide gross

2. A groupof two or more corporations need not be eon«jncome during_the 'testing_ period i&ctive foreign business
monly owned to be commonly controlledAs provided in s. income”as defined in sectioB61(c)(1)(B) of the Internal Reve
71.255(1) (c) 3., Stats., a group of corporations may be a cofue Code.
monly controlled group if stockepresenting more than 50 percent 2. The testing period for purposes of subd. 1. is the tested
of the voting power in each corporation @rgerests that cannot poration’staxable year that would be included in the combined
be separately transferred. df group of 2 or more corporationsgroup’staxable yearas determined by s. 71.255 (8), Statghéf
would be considered stapletitiesunder section 269B of the testedcorporation was not otherwise eligible to be a combined
InternalRevenue Code and the regulations that interpret it; withfroupmember forany part of that taxable year (for example, the
outregard to whether the corporations are foreign or domestic, twporationdid not satisfy the conditions in sub. (2) (a) 1. or 2.),
corporationsshall be considereplart of a commonly controlled thetesting period is the portion of that taxable yieavhich the
group. corporation was otherwise eligible to be a member

3. The mereownership of stock entitled to vote does not by 3. An 80/20 corporation may be either a foreign corporation
itself mean that the shareholder ownthg stock has the voting or a domestic corporation.
powerof the stock. If there is any agreement, whether express or 4 - For purposes of this paragraph, a corporatiantivefor-

implied, that any shareholder will not vote its stock or will vote {jqn hsinesicome includes gross income attributed from-sub
only in a specified manneor that shareholders owning stock -hav, idiary corporations as provideid section 861(c)(1)(B) of the

ing 50 percent or less of the total combined voting power wiflsenaiRevenue Code, but only to the extent the gross income of
exercisevoting power normally possessegla majority of stock e g psidiary corporations is derived from toenbinedgroups
holders, the department may presume that the nominal ownerg_ﬁ.mary business

of the voting power is not determinative of which shareholders . ' o . . )

actually hold the voting power and may disregard the nominal 2: A disregarded entitg'active foreign business income and

ownership. This presumption may be rebutted by the taD(payeyvorldwide gross income shall be combined with those of its

4. If a shareholder owns shares of stock of a corporatig)\r’lvnerfor purposes of applying the test in subd. 1.

which hasanother class of stock outstanding, the voting power of (C) Foreign souce income.1. For purposes of the wateredge
thatother class of stock will be deemed owned by any pessonfulésin pars. (d) and (e), income is foreign source income if it is
personn whose behalf it is exercised if the facts indicate that tH@M sources without the United States as provided in sections 861
shareholdersf that other class of stock do not exercise their vorough865 of the Internal Revenue Code, exapprovided in

ing rights independentlyr fail to exercise their voting rights. If Subd. 2. “United States” has the sameaning as in sections 861
the voting power in that other class of stock is not exercised aftiough865 of the Internal Revenue Code.

the percentage of voting powef that class of stock is substan 2. For a foreign corporation, foreign source income aas
tially greater tharits proportionate share of the corporate earrincludeincome that is subjetd United States taxation because
ings, the department may presume that the principal purpbseit is efectively connected with the conduct of a tradéwsiness
the arrangement was avoid the inclusion of ¢beporation in the within the United States under sections 861 throsgh of the
commonlycontrolledgroup and may disregard the voting poweinternal Revenue Code, even if the inconseotherwise from
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sourceswithout the United States. Howeyéhis subdivision expenses’has the meaning given in s. 71.22 (3m), Stats., and

shallbe disregarded in applying the test under (igrl. “intangible expenseshasthe meaning given in s. 71.22 (39),
3. Allincome that is not foreign source income is $@&irce Stats.
income. 3. Dividend income received from a real estate investment

(d) Waters edge rules for domestic corporatioris. A domes  frustthat is not a qualified real estate investment trust as defined
tic corporation that is not an 80/20 corporation shall include in thHes- 71.22 (9ad), Stats.
unitary combination all neincome or loss from the unitary busi 4. Gains or losses derived from the sale or lease of reakor
nessregardless of whether it is foreign source income or U.Sonalproperty located in the United States.

sourceincome, and any apportionment factors related to that net 5, Expenses or deductions related to the income, gains, and
income or loss. lossesdescribed in subds. 1. to 4., determined in the manner pro
2. A domestic corporation that is an 80/20 corporation is\aded in sub. (6) (h).

consolidatedforeign operating corporation. A consolidated for (g) Applicability of federal teaties. If a corporatiors income
eign operating corporation shall inclutiethe unitary combina s not included in gross income for federal income tax purposes
tion its net income or loss from the unitary business to the extgpiderthe provisions of a federal treatiye income is not included

it is both U.S. source income and is income described in s. 71.2%gross income for Wconsin purposes and shatit be included

(2) (d), Stats., and any apportionméattors related to that netin combined unitary income.

incomeor loss. The consolidated foreign operatigporation (h) Taxation of income not subject to combination under

may not include in the unitary combination any foreign SOUrCRatersedge. Any income, expenseand apportionment factors
income,income not described in81.255 (2) (d), Stats., €xpensesya;are excluded from the unitary combination under pars. (d) and
or deductiongelated to the excluded income as provided in su

(6) (h), or apportionment factors related to the excluded inco ) shall be taken into account by the separate corporation that

; ‘ ) rnedhe income. The followingules apply to determining and
However,the excluded income mayill be taxable as described,eporting\isconsin netncome or loss not subject to combination
in par (h). The income described in s. 71.255(()) Stats.,

is .
nderthe wates edge rules:
explainedfurther in par (f). . W ge ru

. . . 1. The net income or logs presumed to be from a unitar
(e) Waters edge rules for feign corporations.1. A foreign | sinessand therefore apportioﬁable. y

corporationthat is not an 80/20 corporation shall include in the 2. The corporatios nexus depends on whether the corpora

unitary combinationits net income or loss from the unitary busi,. <" bi ber’ as defined i 1260 (2
nessto the extent it is U.Source income, and any apportionmento! 'Sf ah combinedyroup mem %r. az efined In Saﬁ(w' @)
factorsrelated to that net income or loss. The corporation may g ! ft e corporatulnnf|sha combined group memuse provi
include in the unitary combination any foreign souioeome, > nstc)) Sl?]bd' 3. apply! tfe cct;rdporatlon Ils not a combined group
expenses or deductions related to the excluded inespeo- member the provisions of subd. 4. apply . )

vided in sub. (6) (h), or apportionment factors related to the 3. Unders. 71.255 (5) (a), Statscarporation that is a com

excludedincome. Howevethis foreign source income may sti||binedgroup_member is_doin_g busin_esshi}_; state if any member
be taxable as described in pén). of the combined group is doing business in this state relating to the

2. Except as provided in subd. 3., a foreign corporation tllLj%itarybusiness. If the corporation is a combined group member

: : : ; ausef the controlled group election, that corporation is doing
is an 80/20 corporation may not include any income, expensesy giness’n this state if any member of the combined group is

ﬁggg{g%gﬁ: ?:38:2;3 alg éges CL;irE)lteag)i/ncg‘r;;blnatlobut may still doing business in this state. In either case, an apportioned share
R of the corporatiors net income oloss that is not subject to cem

3. A foreign corporation that is an 80/20 corporation bujinationunder the wates edge rules may liaxed by Visconsin.
electsto be included in a federal consolidated return for the tadHoing business in this state” is defined in s. 71.22 (1r), Stats.,

ableyear shall be treated as if ittislomestic corporation, in which fyrther explained in s. ax 2.82.
casethe rules of paid) 2. apply tdhe corporation. This subdivi 4. If the corporation is not a combined group member

sionapplies regardless of whether the combined group has m%‘iezSS(S) (a), Stats., does not applinstead, the corporation is
the controlled group election. doina business in this ; Jar ;

i ) ) ] ghbusiness in this state if, when considered ssparate entjty

() Includableincomeof consolidatedoreign operating cor it is “doing business in this state” as defined in s. 71.22 (1r), Stats.,

porations. The net income that a consolidated foreign operatirgd further explained in s.ak 2.82. For example, and without
corporationshall include in a unitary combination, as describeimitation, the corporation may have nexus in this state if any
in pat (d) 2., includes the items described in subds. 1. to 5. to #gentof the corporation, including member of the combined
extentthe incomeas U.S. source income and from the unitary-busgroup,acts on the corporatiabehalf in this state in a manner that
nessregardless of whether earned or incurred directly by that cefould create nexus under s. 71.22 (1r), Statsaxs2B2, or other
porationor by a pass-through entity in whittfe corporation has wise.

aninterest: 5. The provisions of ss. 71.26 (2) (a) 7. and 71.45 (2) (a) 16.,
1. Interestincome or income generated from intangible profStats.,requiring an addition modificatiofor interest expenses,
erty, whether or not the incomedkrived from persons or entitiesrent expenses, intangible expenses, and management fees paid,
relatedto the consolidated foreign operating corporation. Inconagcruedor incurred to a related entitgpply to any amounts not
generatedrom intangible property includes income related to theubject to combination which were paid, accrued, or incurred by
direct or indirect acquisitionuse, maintenance, managementhe corporation to any related entigven if the related entity was
ownership sale, exchange, or any other disposition of intangiblecombined group member
property; income from factoring transactions or discounting 6 Thenumerator and denominator of the apportionment ratio
transactionsyoyalty, patent, technical, and copyright fees; anghallinclude onlythat corporatiors apportionment factors attrib
licensingfees. For purposes of thigbdivision, “intangible prop  ytapleto unitary business income that is not subject to combina
erty” has the meaning given in s. 71.22 (3h), Stats. tion. Intercompany transactions may not be eliminated from the
2. Income derived from interesixpenses or intangible apportionmentfactors unless the department determitese
expenseshat were paid, accrued, or incurred by combined groiansactionfiave no economisubstance as determined under the
memberdo or for the benefit of the consolidated foreign operatingrovisionsof ss. 71.30 (2m) or 71.80 (1m), Stats., as applicable,
corporation; to the extent those amounts were not already if the department determines that those transactions have no
includedunder subd. 1. For purposes of this subdivision, “interdstisinesgpurpose other than tax avoidance. If the corporation is
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acombined group membét must apphthe provisions of sub. (7)

DEPARTMENT OF REVENUE

Tax 2.61

(f) Its income realized from the purchase and subsequent sale

(c) in computing the amount of throwback sdtedudable in the or redemption of lottery prizes, if the winning tickets were erigi

numerator.

nally bought in this state.

7. Income separately apportioned as described in this para(g) To the extent not included in combined unitamgome
graphmay be reported on a designated line of the combinggderpar (a), any income, loss, or deduction allocated or appor
return,supported by a department-prescribed schedule, insteag@iedin an earlier year which is taken into account ascdhsin
reportingthat income on a separate return. This separately-appgurceincome orloss during the taxable yeasther than a net
tionedincome shall be considered a separate entity item. Se@gsinesdoss carryforward. Under this paragraph, non-sharable
Tax 2.67 (2) (d) for filingrequirements relating to separate entitpet capital loss carryovermay be used to fsfet the taxable

items.

Examples: 1) A, B, and C ae mrporatiors in a @mmonjy controlled group and
engagedn a witary business All of the incone d the wrporationss cerived from
the unitary businessA and B ae incorporatd in Delaware C is incorporate in
France.The income o A and B is cerived exclusivel from U.S. sources Ninety
percentof C's worldwide goss incone is ective foreign busines income The
remainirg 10% of C’'s worldwide goss incone is U.S. source income,some of
which has stus in Wisconsin C tes agens ating on its kehaf in Wisconsin which
creae rexusbecauseheir activities exceel the protection of PL. 86-272 Snce C
is a foreign 80/20 corporation none d its ret income expensesor gpportionment
factorsmay be includel in the witary combination Thus Cis rot a @mbinel goup
member.

However,Cis aibjed to tax on an @portionel share d its worldwide retincome,
to the extert the incone is rot exempt by federatreaty In determinirg the gpor-
tionedshare the rumerate and denominate of C's gportionmenfactors ae its
numeratoland denominato computedfor C on a £paraé entity basis Snce C b
nota ombinal group member it cannd conside the activities d A or B when it
computests hrowbadk sales for purpose d the rumerator C s required to report
thisincome o Wisconsh & a ®parag entity item.

2) Combinel Group DE consiss d Membe D and Membe E. Both D and E ae
Delawarecorporations All of the incone o D and E is derivedfrom the wnitary
business.All of D's incone is from sources within the U.S. However 85% o E's
worldwide gross incone is active foreign busines income making E a @mestic
80/20corporation E has pbta of $150,0® o incone from the nitary businessnet
of expenses Of this anount $100,0® is cerived from intangibe propery and
$50,000is cerived from srvice fees D and E nugt include in the wnitary combina-
tiondl of D’s income expensesand gpportionmenfactos and E's income expen-
ses,and goportionmemnfactors mly to the extert related to its incore cerived from
intangibleproperty Snce E 5 a @mestc 80/20 corporatian and ®rvice fees ae rot
onedf the ypes d income subjed to combinatia for adomeste 80/20 corporation,
E’s service fee income and expenss and goportionmen factors relating to that
income,must be excluded from the witary combination.

However E is aubjed to tax on an gpportiona share o its frvice fee income.
E has rexus in Wisconsh becaus itis a nembe of Group DE, which is cbing busi-
nessn Wisconsin In determinirg the gpportionedhare the rumerate and denom-
inatorof E's goportionmen factos ae its rumerato and denominato including
only the factoss relating to its ®rvice fee income and computel for E on a €parate
entity basis However snce E 5 a @ombinal group member it may conside the
activitiesof D when it computes its throwbad sales for purpose d the rumerator.
E is require to repot this incone o Wisconsh as a gparaé entity item.

(5) TAXABLE INCOME OF A COMBINED GROUPMEMBER. The tax

incomeof a combined group membes described in sub. ().

(h) Its net business loss carryforward, including any other
combinedgroup members’ net busindsss carryforwards which
may ofset the membés shareof combined unitary income under
the provisions of sub. (9).

(6) COMPUTATION OF COMBINED UNITARY INCOME. Thissub
sectioninterprets s. 71.255 (4), Stats., relatboaga combined
group’scomputation of business income subject to combination,
which is called “combined unitary income” for purposes of this
section. The steps to compute combined unitary income are-as fol
lows:

(a) General. 1. Compute the sum of each combined group
member’snet income determined under the Internal Revenue
Codebefore Wsconsin modifications, without regard to net eapi
tal gain or loss, net gain or loss under section 1231 of the Internal
RevenueCode, net gain or loss from involuntary conversions, or
deductions for charitable contributions. Compute this income as
if the member were not consolidated for federal purposes.

2. Defer or recognize any intercompany income, expense,
gain, or loss between combined group memizerglescribed in
par.(b), except to the extent the income, expense, gain, or loss is
excludedfrom the combined unitary income because it does not
relateto the unitary business ornst subject to combination under
the water's edge rules of sub. (4).

3. Add net capital gaiincludable in the combined unitary
income,applying the loss limitation as described in. gay and
usingthe federal basis of assets. Anyeatiéncesetween the fed
eral and Visconsin basis of assets, including basifedéhces that
arisefrom the application of paff), are accounted for asi¥¢on-
sin modifications under subd. 6. Thddabnsin basis of a corpo

ableincome of a combined group member consists of the compation’s depreciable property for the first year the corporation
nentslisted in this subsection. For purposes of pars. (c) and (Bgcomesaxablein Wisconsin equals its federal basis as of the
a“distinct business activity” means a business activity thaois beginningof the taxable year in which the corporation becomes
unitarywith the combined group'unitary business. For purposegaxablein Wisconsin, as required under s. 71.265, Stats. féthe

of determining the expenses and deductions attributable to e&t#l basis shall be computed under the Internal Revenue Code in

componentthe provisions of sub. (6) (h) applyA combined

effectfor Wisconsin purposeass required under ss. 71.22 (4) and

groupmembels taxable income is the total of all of the following{4m), 71.42 (2), and 71.26 (3) (y), Stats.

(a) Its apportioned share tiie combined unitary income, a
computedunder subs. (6) and (7),,an the case of a combined

s Note: Under ss. 71.22 (4) and (4n)..26 (3) (), and 71.42 (2), Stats., the federal

bonusdepreciation provisions in section 168(k) of the InteRevenue Code are
excludedfrom the Internal Revenue Code iffieet for Wisconsinpurposes. There

groupwhere allmembers are doing businesses solely withis-\W fore, the federal basis computed under subd. 3. must be computed without regard to
consin, its unitary business income subject to combination @gybonus depreciation claimed for federal purposes.

computedunder subs. (6) and (8). A corporation may have a share 4. Subtract anyet section 1231 loss or net loss from invelun

of combined unitary income or unitary business income frotary conversions that results from the aggregation in(pad.

morethan one combined group,Wwhich case s.8x 2.67 (2) (d)

4. applies.

5. Subtract the charitable contributions deduction includable
in the combined unitary income, computed as described in par

(b) An apportioned share of the unitary business income .

subjectto combination under the wateredge rules of sub. (4), or
in the case of a combinggoup where all members are doing busi
nesssolely within Wisconsin, its total unitary business income n
subjectto combination under the wateredge rules of sub. (4). f

6. Apply Wisconsin addition and subtraction modifications
rovidedin ss. 71.26 and 71.45, Stats., as applicable. For interest
Xpensestent expenses, intangible expenses, and management
ees paid, accrued, or incurred between combined group mem

(c) An apportioned share of income from a distinct busineggs includingpass—through entities owned by those members to
activity conducted within and outside this state wholly by thge extent of their distributive shares of income, the addition-mod

member.

ifications for related entity expenses under ss. 71.26 (2) (a) 7. and

(d) Its income from a distindbusiness activity conducted 71.45(2) (a) 16., Stats., are not required to the extent the recipient

entirely within this state wholly by the member

of the income includes the income in the combinmdtary

(e) Its nonbusiness income or loss allocable to this state. income.
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7. Subtract any dividends that qualify for elimination undemessloss carryforward. A non-sharable net capital loss carryover
par. (e) to the extent the dividends did not qualdiya subtraction is any available net capital loss carryover which would bere-
modificationunder subd. 6. sharable loss carryforward under sub. (9) (b) if it were a net busi

8. If a combinedgroup member is an insurance company ~ nessloss carryforward. Net capital loss carryovers thabrer
tractthe portion of net income attributable to the insurance-corise non-sharablenay be included in the aggregation under

panys life insuranceoperations as determined using s. 71.45 (Eglbd-l- if they were carryovers of a subgroup as described in sub.
(b), Stats. (9) (e) 1., but only in an amount not exceeding the net capital gain

9. Subtract the income, as modified by subds. 6. to 8., Whiﬁgsubgroup would have if its amounts were not aggregated with
is not includable in combined unitary income because it is nbot°S€of the other combined group members.

derivedfrom the unitary business or is not subject to combination 3. Determine andpply the capital loss limitation under sec
underthe watets edge rules of sub. (4). The income subtractd@n 1211 of the Internal Revenue Code for the combined group
underthis subdivision shall be net of any directly or indirectlypasedon the aggregate amounts computed in subd. 1pfive
relatedexpenses as provided in pér). The amount subtractedsionsof 26 CFR 1.1502-22 and 1.1502-23, and the regulations
under this subdivision mayiot duplicate any amounts alreadywhich they reference, shall apply for this purpose, excepttieat
subtracted. separatereturn limitation year provisions are excluded and

In mpanv tran ionsDefer or r ni nv inter feplacedwith the provisions of this paragraph and except to the
corgwbgan;%rggmgae%eisza;g?n soreloessobet?/(\;ggn |§§rgm¥[;at; extentotherwise inconsistent with s&1.26 and 71.45, Stats., and

membersthat would be deferred or recognized between thol Provisions of this section. _ _
membersunder 26 CFR 1.1502-13 as if the combined group were 4. If the result is a net capital gain thie group, the net capital
afederal consolidated group, except that the provisions for intéfin shall be apportioned to f¢onsin for the members in the
companydividends are excluded and replaced with @r This Samemanner as all other combined unitary income as described
paragraphdoes notapply to intercompany transactions whictin sub. (7),except that if the combined group is doing business
occurredin taxable years beginning before January 1, 2009 orgglelyin Wisconsin, the net capital gaiassigned to the mem
intercompanytransactions where the income, expense, gain, Rgrsas described in sub. (8) (b). If the result is a net capital loss
losswould not otherwise be subject to combination. For modiffor the group, the net capital loss shall be assigméte members
cationsto 26 CFR 1.1502-13 that are necessary in the case dfat would have a net capital loss from the unitary business if their
combinedgroup doing business solely in this state, see sub. (8nountswere not aggregated with thoskthe other members of
Any deferred intercompany income, expense, gain, or loss thaltig combined group, in proportidn the amount of that net capital
recognizedunder this paragraph shall be recognized by the safigs-

combinedgroup member that deferred the income, expense, gairgxamples: 1) Combined Group PQR consists of MembeMEmber Q, and

or loss. The deferred income, expense, gain, or loss shalttig 11T B CHatp o e co o o O, at locs cayovers),
nizedwhen required under 26 CFR 1.1502-13 as if the combinggy-termcapital gains and lossessction 1231 gains and losses, and involuntary

groupwere a federal consolidated group, or when any of the fgpnversionsand compute a total of $20,000 in net capital gain for Group PQR. P’
lowina applv: Wisconsinapportionment percentage computed under sub. (7) is 16945 @6%;
g apply: . . andR’s is 50%. R apportioned share of this net capital gain is $2,000 (= $20,000
1. The buyer resells the object of the deferred intercompan§0%), Qs apportioned sha(r)e is $5,000 (= $20,000 x 25%) amdpPortioned share
transactionto an entity that is not a membef the combined s 10,000 (= $20,000 x 50%).
rou 2) Combined Group STU consiss & Membe S, Membe T, and Membe U. In
9 p. . . i . thetaxabk yea 2010, S T, and U have the following capitd gains and losse and
2. The object of the deferred intercomparansaction is used section1231 gains and losse dtributable b the Wnitary busines and subjed to com-

outsidethe combined groug’unitary business as a result of th&nation:

buyer’sresale, conversion, or transfer of the asset. MemberS Member T Member U
3. The buyer and seller are no longer members of the sarﬂéc’;git‘;”g“am $5,000
combinedgroup, regardless afhether they are in the same-uni g7 ($12,000) ($6,000)
tary business. capital loss
Example: S and B ae combineal group members S has land with a tasisof Section 1231 ($500) $2,000 $1,500
$130,0006t the end Yea 1. In Yea 2, S =lIs the land to B for $100,000 B holds gain/loss

theland until Yea 3, when it sells it to X, a persan autside the ambinel group, for
$110,000. Assune oth sales ae aherwise includabé in the combined unitary
income. Applying 26 CFR 1.1502-B to S and B in the manne describe in this
paragraphS would not recogniz any gain o loss i the sale d the land to B in Year
2. However in Yea 3, S would recogniz a 80,00 loss and B would recogniz a
simultaneou$10,0 gain. Thus in Yea 2, the ®mbinel groupcannd include Ss

WhensS, T and U aggregate each class of capital gains and losses and section 1231
gainsand losses, Group STU has a net capital loss of $10,000. Hoi&vér and
U’s capital gains and losses and section 1231 gains and losses were not aggregated
with one anotherS would have a net capital loss of $12,000 (its section 1231 loss
would be treated as ordinary undection 1231(a)(2) of the Internal Revenue Code),
L f ; ; f > T would have a net capital loss of $4,000, and U would have a net capital gain of
%%%gogﬂ$$ ?nggfgbagd érg)ltguc)o Eg rggggn(;rﬁ%wg r%jtt;g]gﬁﬁ gk@i$£r $6,500. Thus, the amount of Group SEHet capital losthat would be assigned to
2loss gnd Bps Year 3 gain) in its ombinedunitary income However the apitd l0ss Sis $7,500 (= ($12,000 / $16,000) x $10,000) and the amount that would be assigned
fimitation ma Iimitgt%is loss as describel fur%e in par () p to T is $2,500 (= ($4,000 / $16,000) x $10,000). None of the net capital loss would

y_ X S par. (€). . . .. beassigned to U since it did not contribute to Group STigt capital loss.

_(c) Capital gains and losse<Compute the capital loss limita 5 " ater applying subd. 4., each member computes its net cap
tion so that it applies to the combined group as a whole, 10 thg gain or loss fronseparate entity items without considering
extent the capital gains and losses are derived from the un't@é)bitalloss carryover amounts. If the result is a net calaisal
businessand otherwise subject to combination. Rules to detgfa|os5 may nobe deducted except as provided in subd. 6. If the
mine the capital loss limitation, tressignmenbf capital gains (qqytis a net capital gain, the member may subtract from that

andlosses to members, and the amounts available for carryovgfount subject to the capital loss limitation, any current year net
are as follows: . . _capitalloss from the unitary business as computed in subd. 4. and

1. For short-term capital gains or losses, long-term capitahy available net capital loss carryovers, whether they are shar
gainsor losses, section 1231 gains or losses, and involuntaty cgBieor non-sharable. Thaurrent year net capital loss from the
versions, aggregate all combined group membeashounts unitary business shall be considered used before the net capital
within each classf gain or loss. Except as provided in subd. 8lgss carryovers. Any remaining carryover may be used as pro
include sharable net capital loss carryovers as described in swhgedin subd. 6.

2. but not non-sharable net capital loss carryovers. Example: Assume the same facts as Example 2 in subd. 4. Assume also that S has
2. A combined group membersharable net capital loss car a$10,000 long term capital gain fraseparate entity items in 2010 and a net capital

; [ ; ; losscarryover of $3,000 which was incurred in 2008. Since the current year Ret capi
ryoveris any available net capitiiss carryover which would be tal lossfrom the unitary business is considered used before the net capital loss carry

asharable loss carryforward under sub. (9) (a) if it were a net busfer,at the end of 2010 S would have a remaining 2008 net capital loss carryover of
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$500(= $10,000 - $7,500 current year net capital loss from unitary business - $3,@8sisaccording tahe amount of carryover each member included
netcapital loss carryover). . .
in the aggregation.

6. If a member has a share of napital gain from the unitary
. . .Example: Combined Group QR consists of Member Q and Member R. Group QR
businessas computed in subd. 4., the member may use any aV@'En a calendar yedfor 2010, Q and R have the following amounts:

ablenetcapital loss, including current year net capital loss from

separatentity items and net capital loss carryovers, teepfthat Member Q Member &
net capital gain. If the group uses apportionment, the membepharable net capital loss carryover at - ($10,000) ($5,000)
usesthe available net capital loss by claimiagleduction equal ~ e9nning of year

to the amount of the available net capital loss that doesxgeed ~ |ond term capital gain $6,000 $2,000
the groups net capital gain from the unitary business, multiplied Section 1231 gainfloss ($2,000) $3,000

by the membés apportionment percentage from the unitamy Assumethe long term capital gains and section 1231 gains and losses are derived

i i i Group QRS unitary business and are subject to combination. Before applying
.bmatloﬂ' I-Irrlj])e curre_r&t yeéir negct?altal |OhSS from Se.pzilrlate ent F%n(]:arryovers, Group QR has an aggregatecapital gain of $9,000 (= $6,000 +
itemsshall be considered use efore the net capital loss Cakyooo+ ($3,000 - $2,000)). Both Q and R use teharable net capital loss carry

overs. overs to dfset this amount. The amount used frore iarable carryover is $6,000
. : (= $9,000 x ($10,000 / $15,000)) and the amount used frensHrable carryover
Example: Assume the same facts as Example 1 in subd. 4. Assun@ ltiaata is $3,000 (= $9,000 x ($5,000 / $15,000)). After applying these carryd@as,

$5,000long term capital gain from separate enitiéyns and a net capital loss carry L - - _ -
over of $6,000 which was incurred in 2008. Since the net capital loss canyasser {ra%m2:?353::?5gzcg%o(\féésg?éo?%_o%%?’000 $6,000) andeRiainingshar

incurredin a taxable year beginning before 2009, it is non-sharable and coblel nof ; . i .
usedin computing the aggregate restpital gain or loss of the unitary business as  (d) Charitable contributions. Compute the charitable con
describedn subd. 1. HoweveQ may use the non-sharable loss carryoverf$ebf {rihytionsdeduction limitation so that it appliés the combined
its net capital gain from separate entity items. After doing this, @ Bas000 avail . 8 . .
ablenet capital loss (= $5,000 — $6,000) to Use against its share of the $20,000f@Upas a whole. Rules to determine the charitebtgributions

capitalgainfrom the unitary business.o Tise the remaining carryoy€ may claim  deductionlimitation are as follows:
an additional capital loss deduction of $250 (= $1,000 available carryo26%x . .
apportionmenpercentage). After claiming this deductighwould have no remain 1. Computethe aggregate total deductions for charitable con

ing net capital loss carryover tributions for the taxable yeamand any carryforwards of those
7. After each member applies subds. 461oas applicable, deductionsfor all combined group members.

the member may carry back or carry forward any remaining net 2 - petermine and apply the charitable contributions deduc

capitalloss carryover as provided in section 1212 of the Intermgln ynder InternaRevenue Code section 170, before arig-W

RevenueCode and may share that carryover to the extent it i$:8nsin modifications under ss. 71.26 or 71.45, Stats.jf the

sharablecarryover The sharable carryovers available for use igympinedgroup were a consolidated group for federal purposes.

the aggregation under subd. 1. are determined without regar provision®f 26 CFR 1.1502-24, and the regulations which

yvr][ﬁnanﬁ nrt?]n—shgralbl_e caLryovt;elrslwere incurred a(r;d _?Le appliedaterences, shall apply for this purpose, except teetient
In the orcetthe underlying sharable 10Ss was Incurred.  The Cartyy, o yiseinconsistent with ss. 71.26 and 71.45, Stats., and the
overs available to dket the membés net capital gairunder rovisi : ;

S . visionsof this section.
subds.5. and 6. are applied in the order the underlying loss W%SE o Combined Grous GH s of Member G and Member H. G 1 |
H H Xample: Combine roup consists o ember G an ember H. Incurre
!ncurr.ed' If the carryover avallable. tofeet the membes netcap $5,000in charitable contribution deductions relatinghie unitary business ine¥r
ital gain under sqbd§. and.6. consists of both a sharable and NONTwhile H incurred $15,000 in charitable contribution deductions. Assume the fed
sharableamount incurred in theame taxable yeahe carryover eral taxable income upon which the charitable contribution limitation (10% of

i i - justedtaxable income) would be based is $50,000 for G and $30,000 for H.- Apply
IS applled from thesharable and non-sharable amounts on a Fﬁﬂ 26 CFR 1.1502-24 to Group GH in the manner described in this paragraph, Group

: . ig

ratabasis according to the amount of each type of carryover aV@EI would include a charitable contribution deduction of $8,000 (= lesser of ($5,000

ablefrom that year +$15,000) or (($50,000 + $30,000) x 10%)) in its combined unitary income.
Example: Member L is a member of Combined Group LM. Group LM uses-acal 3. Any unused charitable contribution deduction after apply

endaryear At the beginning of 2012, L has tfalowing available net capital loss jng subd. 2. is assigned to the member that incurred the expense

carryovers: andis available to that member tofsdt its net income, if any
Year Incurred Sharable Carryover Noc"a‘rf)*,‘:\z?'e from separate entity items, subject to the limitation of section 170
of the Internal Revenu€ode. Any of a member remaining
2008 - $2,500 unusedcharitable contributiomay be carried over by that mem
2009 $4,000 $0 berand used in subsequent yeatshject to the carryover period
2010 $0 $500 providedin section 170 of the Internal Revenue Code. ursed
2011 $10,000 $2,000 carryovermay either be shared in a subsequent combined report

Sincethe sharable net capital loss carryovers available for use in the aggregatidthe manner described in subd. 2. or may be used by that member
under subd. 1. are determined without regamitienany non-sharable carryovers specifically.
were incurred, the total sharable carryover that L may include in Groupddvit
putation of aggregateet capital gain or loss for the year 2012 is $14,000 (= $4,000 Example: Assume the same fads in the example for subd. 2. After the computa
+ $0 + $10,000). Assume $12,000 of this amount is absdnbe aggregation. tion of Group GHS combined unitary income foe¥r 1, the amount of unused chari
Sincecarryovers are applied in the order incurred,remaining sharable carryover table contribution deduction available to G woué $3,000 (= $12,000 unused
of $2,000 isfrom its 201 net capital loss. This carryover is available to L feetf ~deductionx ($5,000 / $20,000)) and the amount available to H would be $9,000 (=
againstits net capital gain from separate entity items for 2012. $12,000 x ($15,000 / $20,000)). Assume G has separate entity itemarit ¥nd
Assumel has a net capital gain from separate entity iten®s§00 and applies the adju_sted federal taxable income from those items is $20,000. G may deduct
its available net capital l0ss carryover tdsef this amount. Since carryovers are$2;000(= $20,000 x 10%) of its unused deduction against its income from separate
appliedin the order incurred, $2,500 of the amount used is from its 2008 non—sH&Rtity items. Assume H does not have separate entity iteneainlYandoth G and

ablecarryover and $500 is from its 2010 non-sharable carry@iace theemain are in Group GH in &ar 2. In ‘¢ar 2,Group GH could include $10,000 of charita
ing $1‘0())/0 Ca,ryov(f, used is from 20&here L has both a Shgrame amba-shar  ble contribution deduction carryovéiom Year 1 ($1,000 from G and $9,000 from

ablecarryover the amount of each carryover used is determined on a pro rata badksin its combined unitary income, subject to the limitations of section 170 of the
SinceL has $2,000 in sharable carryover from 2amd $2,000 in non-sharablecar InternalRevenue Code.

ryoverfrom 2011, the remaining $1,000 carryover used is applied equally from the (e) Dividends. Eliminate dividends paidetween members of
sharableand non-sharable carryovers. Thus, atthe of its 2012 taxable year

has $1,500 in sharable carryovers &t¢500 in non-sharable carryovers availablethe sameqomblned group, bu_t only if the dl\{ldends were paid
to carry forward or carry back. from earnings and profits attributable to net income or loss that

8. If a member has sharable net capital loss carryovers, twass includable in that group’combined unitary income in the
membermay choose not to use themtire aggregation under currenttaxable year or a prior taxable yeand only to the extent
subd.1. If more than one member includes sharable net capita dividend does not exceed the pagekasis in the paysr
losscarryovers in the aggregation under subd. 1., the anedunistock. The following rules applin determining the dividends that
eachmembets carryover used shall be computed on arpta may be eliminated under this paragraph:
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1. The elimination of dividends applies only to the extent that 1. A basis adjustment may nbé made for the subsidiasy’
the dividendsreceived deduction provided in ss. 71.26 (3) (j) adistributionsor items of income, gain, deduction, or Idaken
71.45(2) (a) 8., Stats., does not apply into accountfor the subsidiarg taxable years beginning before

2. For purposes of this paragraph, dividends are trestedJanuaryl, 2009.
paid out of current earnings and profits, and if the dividends paid 2. A basis adjustment may noé¢ made for the subsidiasy’
exceedcurrent earnings and profits, then the dividends are treaftgisof income, gain, deduction, or loss to the extent those items
as paid out of earnings and profits accumulated in precedimgre notincluded in the group’combined unitary income. In the
years,beginning with the year closest to the current year (LIFCaseof tax—exempt income, a basis adjustment matybe made
rule). With respect to an individual taxable yedividends are to the extent the income is attributable to itetinat were not
treatedas paid from alearnings and profits earned in that taxablicludedin the combined unitary income.
yearon a pro rata basis according to the proportion of net income 3. An adjustmento reduce basis shall be made for the subsid
thatwas included in the combined unitary income for that taxabilgry’s distributions to the extent those distributions are from-earn
year(pro rata rule). Earnings and profits are determinget@s ings and profits attributable to items that were included in the
vided in par(g). group’s combined unitary income, or from earnings and profits
Note: See the examples undaibds. 4. and 5. for application of the LIFO and pragttributableto items deemed to be included in the greuqwm
ratarules. ) , o binedunitary income under pge) 3.for purposes of the dividend
3. A combined group memberearnings and profittribut  ejimination under par (€). For purposes of determining the
ableto the unitary business that were generated in its taxable yegifountof basis reduction under this subdivision, the LIFO and
beginningbefore January 1, 2009, shall be deetodue earnings pro rata rules of paie) 2. apply
and pI’OfItS attributable to combmanhltary income if the corre Example: Combined Group CD consists of Member C and Member D. C owns

Spondingnet inCQme WO.U|d have been included in the g®upésey, of D. Group CD is on a calendar yeAt the beginning of taxable year 2009,
combinedunitary income in those years had s. 71.255, Stats., b&&rbasis inthe stock of D is $2,000,000. In the graufsixable year 2009, D has

i ; i ; ; $100,0000f net income, all of which is included @roup CD$ 2009 combined uni
in effect and reqUIred combined reporting in those years. taryincome. During 2009, D pays a dividend of $300,000 to C. Assume the entire

4. To the extent that a dividend is paid out of earnings adgidendfrom D to C qualifies foelimination under pate) 3. and is eliminated from

. : : pCD’s combined unitary income in 2009.s@asis in the stock of D as of the
profits that were generated while the payer was not, or in the cgaginningof 2010 is $1,800,000 (= $2,000,000 + $100,000 — $300,000).

of subd. 3. would not have been, a member of the combined group.4 A basis adjustment may not be attributed to a subsidiary

the dividend may not be eliminated. from a lower-tier subsidiarg’items ofincome, gain, deduction,
Example: Combined Group MN consists of Member M and Member N. The conpr |oss, except to the extent that the lower—tier subsididtems

binedgroup was formed when Corporation M acquired 60% of Corporation N : ' - . . .

Junel, 2009. Group MN uses a calendar ydauaring 2010, N paid a dividend to % |r_1c:o_me, gain, deduction, doss Ong'nated _m taxabl_e years

M of $500,000. N& current earnings and profits for 2010, before accounting for tleeginningon or after January 1, 2009 and weareluded in the

distributionto M, are $100,000. N'earnings and profitsitributable to its 2009 cal mbin nitary income of th me unitar in .
endaryear are $1,000,000, of which $50,000 (5% of the total) were earned whilecle binedunita y Income of that same unitary business

wasamember of Group MN. Assume N had no separate entity items while it wasExample: Combined Group QRS consists of Member Q, Member R, and Member
amember of Group MN. Also assume M did not deduct any foreign taxes attributaBl&2 owns all the stock of R, and R owns all the stock of S. Group QRS is on a calendar
to the dividend and N has §iafent stock basis. Applying the LIFO and petarules ~ year. As of the beginning of 2009, kad an unadjusted basis of $500,000 in R stock,

of subd. 2., the amount of dividend that qualifies for elimination from GroupMNWwhichincludes RS unadjusted basis of $200,000 ist&ck under the rules of 26 CFR
combinedunitary income in 2010 is $120,000 (= $100,000 + (5%480,000)). 1.1502-32In the groups 2009 taxable yeaR had a total of $80,000 of net income
Underthe pro rata rule, 95%, or $380,000, of dividends pafaf N's 2009 earnings andS had a total of $150,000 of netincome. Gfrt income, $20,000 was attributa
andprofits are considered to be paid from pre—acquisition earnings and profits. ble to overseas operations, the income from which was not included in combined uni

i . . . ary income under the wateredge rules. Neither R nor S made any distributions in
5. To the extent that a dividend is paid out of earnings aifog. At the end of 2000 @'basis i R stock is $710,000 (= $500,000 + $80,000
profits thatwere generated in taxable years when the payer wa$150,000 - $20,000). Qbasis in R stock cannot incluaiey amounts attributed

or in the case of subd. 3. would have been, a member of the c8fT S that are attributable to separate entity items.
bined group foall or a portion of the taxable yeany portion of _ (9) Earnings and pofits. A combined group memberearn

thedividend attributable to separate entity items may not be-elifigs and profitsshall be adjusted to reflect the undistributed earn
nated. ings and profits of any subsidiary that is a member of the same

Example: Combined Group GH consists of Member G Mefmber H. G owns combinedgroup, subject to the following rules and limitations:

55%of H. Group GH is on a calendar year and both G and H were members of the 1. Except as provided in subd. 2. and except to the extent
group for the entire taxable yeaDuring 2010, H paia dividend of $1,000,000 to Gtherwiseinconsistent with this section or ss. 71.26 or 71.45
G. H’s current year earnings and profits $2¢500,000. Of these earnings and profits e ’ i Lo
$250,000(10% of the total) is attributable to separate entity items ohssume G Stats. the provisions of 26 CFR 1.1502-33, and the regulations
did not deduct any foreign taxettributable to the dividend and H hasfisignt stock ~ which it references, shall apply in determining earnings and prof

basis. Applying the pro rata rule of subd. 2., the amount of dividend that qualifies fj i i i i H
eliminationfrom Group GH$ combined unitary income is $900,000 (= $1,000,00tgig asif the Wisconsin combined group is a federal consolidated

X 90%). Under the pro rata rule, 1086,$100,000, of dividends paid out ofstur ~ 9rOUP

rentyear earnings and profits are consideceie attributable to separate entity items. 2. Undistributedearnings and profits attributed to a subsid
6. The amount of dividends eliminated under this paragrapdty of a combined groumember from any lower-tier subsidiary

may not exceed the payaebasis in stock of the payer as deteimay not beincluded in the combined group memiseearnings

minedunder par(f). and profits or its subsidiarg earnings and profits except to the
7. The amount of dividends eliminated under this paragraghtentthe lower—tier subsidiarg’earnings and profits aagtribut

shallbe net of any taxes paid on ttigidends to a foreign nation ableto net income that was, or in the case of (@u3. would have

if those taxes were claimed as a deduction under ch. 71, Statgeen,included in the group’combined unitary income.

(f) Stockbasis adjustmentsA combined group membsr Example: Combined Group EFG consists of Member E, Memban& Member

P Py . E owns all the stock of Bnd F owns all the stock of G. Group EFG is on a calendar
basisin stock of a subsidiary that is a member of the same co ar. During the taxable year 2009, E has current year earaingsprofits of

binedgroup shall be adjusted reflect the subsidiarg’distribu  $300,000and F has current year earnings and profi&s500,000, both exclusive of

tions and items of income, gain, deduction and loss taken irfigy amounts attributed from subsidiaries. Assume tiaeseunts are attributable
! ! tirelyto items included in Group EF§2009 combined unitary income. G has cur

. - . e
accountwhile the SUbS'mar,y was a member of the Combmqa'ltyear earnings and profits of $400,000. Howge$80,000 of this amount is attrib
group. Except as provided in subds. 1.40and except to the utableto overseas operations, the income from which wagded in combined
extent otherwise inconsistent with this section or ss. 71.26 grpitaryincome under the wateredge rules. Assume none of the corporations made
. . i ) istributionsin 2009. F’s total current year earnings and profits are $850,000 (=
71.45,Stats., the provisions of ZB-R 1.1502-32, and the regula $500,000+ ($400,000 - $50,000 attributed from G)), ansl &irrent yeaearnings
tions which it references, shall apply in determining the amouatdprofits are $1,150,000 (= $300,000 + $850,000 attributed from F).
of basis adjustment as if thei®onsin combined group a fed (h) Allocation of expenses and deductiods. Combined uri

eral consolidated group: tary income shall exclude any expenses or deductions that are
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directly or indirectly related to income that is not subject to-contor is the denominator of its sales factor as determined under s.
bination. If any expense or amount otherwdsductible is indi  71.25(9), Stats., and s.ak 2.39 as if it wer@ot a member of a
rectly related botho income subject to combination and incomeombinedgroup, except as provided in subd. 5. and pars. (d) and
not subject to combination, a reasonable proportion of the expekse

or amount shaI.I be allocated to each type of mcomhghm of all 2. For combined group members that are insurers Subject
thefacts and circumstances. tax under subch. VIl of ch. 71, Stats., the mertdseparate com

2. The allocation in subd. 1. shakk made according to the panydenominator for purposes of the modified séesor is the
methodsrequiredor allowed for federal income tax purposeslenominatomof its premiums factor as determined under s. 71.45
under the applicable sections of the Internal Revenue Cod8) (a), Stats., as it were not a member of a combined group,
including their corresponding regulations, except that section 26%ceptas provided in subd. 5. and pars. (d) and (e).

of the Int_ernal Revenu@qde and its corresponding regulations 3. For combined group members that are “finarmigéniza-
aremodified as provided in s. 71.26 (3) (L), Stats. For examplgons” as defined in s. 71.25 (10), Stats., the mefsbezparate
andwithout limitation, the allocation may be required under segompanydenominator for purposes thfe modified sales factor is
tion 482 of the InternaRevenue Code pfor an expense related the denominator of its receipts factor as determimeder ss. ax

to foreign source income, under sections 861 to 865 of the Interpajg or 2.495, as applicable, as if it were not a member of a com
RevenueCode. _ _ _ binedgroup, except as provided in subd. 5. and gdysand (e).

3. For purposes of applying this paragraph, a comigneap 4. For combined group membetst are required to appor
member'sincome from outsidehe unitary business shall betjon their income using mortaan one factor under s. 71.25 (10),
treatedas income of an inated_ corporation, and if aomblne(_j Stats.and ss. Ax 2.46, 2.472.475, 2.48, 2.50, or 2.502, the mem
groupmember hag).S. source income excluded from the unitarger's separate company denominator for purposes ahtified
combinationunder s. &x 2.61 (4) (f), that U.S. source incomesglesfactor is determined as provided in.p@).

shallbe treated as foreign source income. 5. The separate company denominator for purposes of the
_(7) APPORTIONMENTOF COMBINED UNITARY INCOME. A COM  modified sales factor may not include sales, premiumesagipts

binedgroup is considered to be a single taxpayer for purposess@ich are not includedh the combined unitary income as com

determiningwhether it is engaged in business both within and outedunder sub. (6).

sideWisconsin. For combined groups engaged in business both (c) Throwback saleslf a combined group membersale of

within and outside \igconsin, the combinednitary income is tangible personal property is destined for a state in whiof

apportionedto thecombined group members as provided in $nemberof the combined
) - group has nexus urttierstandards set
71.255(5), Stats. Under this section, each mensbeare of the o, in's Tax 2.82, and that nexuslates to the unitary business,

combinedunitary income is the product of the combined unita%e sale may not be included the numerator of the memtzer

incomleand thle {netrr?bés modh;ietc_zl sales factor ratio. Thalow- 1 jified sales factor If a combined group member is subject to

Ing rules apply to this cqmpu ation: ) the controlled group election, that meniberumerator shall not
(a) Numerator of modified sales factdr. For combined group jncludesales destined for a state in which any member of the com

membersrequired touse the sales factor as provided in s. 71.3§inedgroup has nexus under the standards set forth ax<2.82.

(6) and(9), Stats., the numerator of the memsenodified sales 4" |yercompanytransactions. 1. Any transaction between

factorratio is the numerator of its sales factor as determinder :

" memberof the same combined group shall be excluded frem
S. 71'2b5. (9()1' Stats., and S":"TZ'39 "".i‘; 'é"."er?ﬂ?g: 3 member ?f numeratorand denominator of the modified sales factbiow
acombined group, except as provided in stba@nd pars. (€) 0 gyer if the seller subsequently recognizes incomiess from the
©). intercompanytransaction under the provisions of s. 71.255 (4) (9),

2. For combined group members that are insurers subjecistats. and sub. (6) (b), the sellsrmodified sales factor shall
taxunder subch. VII of chr1, Stats., the numerator of the meminclude any factors corresponding to that income or loss in the

ber'smodified sales factor is the numerator of its premiums factggarit recognizes the income or loss.
asdetermined under s. 71.45 (3) (a), Stats., as if it were not a mém 2. If a combined group member sells an item or service to

?;)r;);g E:e%mblned group, except as providedubd. 5. and pars. anothercombined group member and the purchaser subsequently
’ . e - resellsit to a third party outside of the combined group, the situs

_ 3. For combined group members that are *finammg&niza- of the sale between the combined group members and the sale

tions” as definedn s. 71.25 (10), Stats., the numerator of thfom the purchasing member to the third party shall both be-deter

member'smodified sales factor is the numerator of its receipiainedbased on the situs of tisale from the purchasing member

factoras determined under siXT2.49 or 2.495, as applicable, aso the third partyand the purchasing member shall exclude from

if it were nota member of a combined group, except as providgge numerator and denominator of the modified sales factor the

in subd. 5. and pars. (c) to (e). amountthe selling member alreadtycluded under subd. 1. attrib

4. For combined group members that are required to appotableto the item or service that was resold.

tion their income using morthan one factor under s. 71.25 (10), gxample: Combined Group YZ consists of Member Y and Member Z. Gap

Stats.,and ss. &x 2.46, 2.47, 2.473.48, 2.50, or 2.502, the is on a calendar yeaOn December 30, 2009, Y sells a widget with a cost of $400

i i i Z, for $600. Y ships the widget tosAvarehouse in Wconsin. On JanuaB0,
numeratorof the membes modified sales factor is determined a§)010,2 resells the widget to Q, an unrelated third péoty$700. Z ships the widget

providedin par (g) to Q’'s headquarters in lllinois. Assume both the sale by Y and the sale by Z are subject

5. The numerator of the modified sales facmay not include to combination, and assume that Z has nexus in lllinois. In 2009, Y dideugnize
; y gain on the sale to Z because the gain was deferred under the provisions of s.

sales,pre_miums, or receipts which are not included in the-Corm 755(4) (g), Stats., and sub. (6) (b). Since the gain on thevsal@ot recognized,
binedunitary income as computed in sub. (6). Y cannot include the $600 sale in its apportionment factors for 2009. In 2010, the

. ™ . yearthe widget was resold by Z, Y must include its $200 of gain on the sale to Z (=
(b) Denominator of modified saléactor The denominator of 00— $400) in combined unitary income. must also include the sale amount of

a combined group membsmodified sales factor ratio is the sun$600in the modified salefactor denominator for 2010. Z must include its $100 gain
i i esale to Q (= $700 - $600) in combined unitary income for 2010. However
of the separate company denominators Qf each combined grgwpe%oo of Z5 sales price has already been included in the combinedgroogk
memberso that each member of the combined group has the sal¥ales factorz may only include $100 of the sale amount in the modified sales
modified sales factor denominatoEach combined group mem factor denominatorNeither Y nor Z include these amounts in their modified sales

) : ; ; actornumerators since both sales have a situs in lllinois where Z has nexus. Under
ber's separate company denominator is determined as fO”()Wéhe provisions of par(c), Z's nexus in lllinois applies to both itself and Y for purposes

1. Forcombined group members required to use the sales faiapplying the throwback rule.
tor as provided in s. 71.25 (6) and (9), Stats., the mémbepa 3. If an item or service is sold between more than two-com
ratecompany denominator for purposgghe modified sales fac binedgroup members before it is sold to a customer outsitheof
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combinedgroup, the situs of these intercompany sales shall be the(f) Special rules for zees and negative numbers in factors.
situsof the ultimate sale to the customer outside ofttmabined This paragraph applies thepecial rules in ss. 71.25 (6m) and
group, and each purchasing combined group member shall.45(3e), Stats., to combined group members as follows:
exclude from the numerator and denominator of the modified 1. |f both the numerator and denominator of a mefsband
salesfactor the amount its selling memlzéready included under ified sales factor are zero, none of the combined unitary income
subd.1. shallbeapportioned to the memhbeFhe membeés separate com
(e) Pass-though entities. A combined group member panydenominator has nofett on this determination.
numeratorand denominator for purposes of the modified sales 2. If the numerator of a membgmodified sales factor is a
factor generally includes the apportionmefactors of pass— negativenumbey none of the combined unitary income shall be
throughentities owned directly andirectly by the membein  apportionedto the member The membes separate company
proportionto the combined group memtgedistributive share of denominatohas no déct on this determination.
the pass-through entit/het income or loss included in the eom 3 |f the numerator of a membgmodified sales factor is a
bined unitary income. Howevera combined group member positive number and the denominator is a negative number or
modified sales factor may natclude apportionment factors of azerg, all of the combined unitary income shall be apportioned to
real estate investment trust, regulated investment compealy the member The membées separate company denominator has
estatemortgage investment conduit, or financial asset securitizgg effect on thisdetermination. If this subdivision would result
tion investment trust. Additionallpubds. 1. and 2. apply in ordefin apportioning all of the combined unitary income to more than
to avoid duplication. For purposes of subds. 1. and 2., “salegnememberthe combined unitary income shall be apportioned
includessales as defined in s. 71.25 (9), Stats., premiums unggthe members havingpsitive modified sales factor numerators
s.71.45 (3) (a), Stats., or receiptsder ss. dx 2.49 or 2.495, as in proportion to the amounts of their numerators.
applicable,which would otherwise be included in a combined Example: Combinal Group XY consiss d Membe X and Membe Y. In its &x-
groupmembets modified sales factor ableyear 2009, Group XY has mmbined unitary income o $50,000 X and Y have
1. If a sale is made by a combined group member to a padigfellowing @portionmenfactors:

throughentity which is more than 50 percent owned, directly or Member X Member Y
indirectly, by members of theombined group as provided in Modified Sales Factor $5,000 $15,000
subd.3., the selling member shall subtract from its modified saleg“'merator

h L eparate Company
factornumerator and denominatais applicable, an amount equal pepominator
to the gross receipts of the sale multiplied by the sum of alt com hemodified sales factor denomin .

. ). . . ator sum of the separate company denomina
binedgroup members’ interests in the pass—through entity astg is ($5,000). The amount of combined unitary income that would be apportioned
the date of the sale. Thaubdivision applies to the extent the gros® X is $12,500 (= $50,000 x ($5,00820,000)). The combined unitary income that
receiptsof the sale aretherwise includable in combined unitary*°uld be apportioned to Y is $37,500 (= $50,000 x ($15,000 / $20,000)).
income. For purposes of this subdivision, a combined group (9) Multiple factor formulas.If a combined group membisr
member’sinterest in the pass-through entitycdishe date of the 'equiredunder s. 71.2§10), Stats., to use an apportionment for
salemeans th@ercentage of the pass—through ergitgtome or mulaprescribed in ss.ak 2.46, 2.47, 2.475, 2.48, 2.50, or 2.502,
lossthat is allocable to the member in the taxable year dfate the membets modified sales facto_rils computed as_follows:

Examples: 1) Combined Group LMonsists of Member L and Member M. L 1. The numerator (.)f the modified sales factor is the product
ownsa 40% interest in Partnership M owns a 60% intere@t Partnership.POn  Of the membeés apportionment percentage computed under ss.
March, 2010, selo s wdget o Parnershp P o1 10,000, and s sale i nel(fax 2.46, 2.47, 2.475, 248, 2.50, or 2.58@ applicable, as if the
%ctorsfor 20%0, L must subtract arr1yamount of $10,000 E)= $10,000 xp(aw%b) %emb,emere not a member of a combined group except as pro
from the modified sales factor denominator and, if applicable, from its numeratovided in subds. 3. to 5., and the meniseseparate company

2) Assume the same facts as Example 1, except that Member L owns a 25% int§le@0ominatodetermined in subd. 2.
andM ownsa 50% interest in Partnership IR its computation of apportionment fac 2. Except as provided in subds. 3. to 5., the metslseparate

torsfor 2010, L must subtract an amount of $7,500 (= $10,000 x (25% + 50%)) from . i -
themodified sales factor denominator and, if applicable, from its numerator companydenominator for purposes thfe modified sales factor is

2. If a sale is made by a pass—through entity to a combin&§ membeis total company sales that would be includable in the
group member and more than 50 percent of pass—through salesfactor computed under s. 71.25 (9), Stats., as if the member
entity is directly or indirectly owned by membesithe combined Wererequired to use the sales factor and were not a member of a
groupas provided in subd. 3., each member with an interdisein COMbinedgroup. _ )
pass—througtentity shall subtract from itodified sales factor 3. Neither the numerator nor denominator shall include
numeratorand denominatpas applicable, any amount attributaamountsthat are noincluded in or directly related to income
ble to the sale.This subdivision applies to the extent the grosgcludedin the combined unitary income as computed usdbr
receiptsof the sale aretherwise includable in combined unitary(6)-
income. 4. Intercompany transactions shall be excluded or recognized

Example: Combined Group ST consists of Member S and Memb& dwns a N the_ numerator and denominatas applicable, in the manner
20%interest in Partnership R. T owns an 80% interest in Partnership R. On Octabescribedn par (d).
1, 2010, Partnership R sells a widget to S for $20,000, and this sale is includable in .. . .
Group ST$ combined unitary incomen its computation of apportionment factors 5. To the extent .the CQmPUtaﬂﬂm'fhlS paragraph mVOlV.eS. the
for 2010, S must subtract an amount of $4,000 (= $20,@004) from its sales factor salesfactor as provided in s. 71.25 (9), Stats., the provisions of
denominatorand, if applicable, from its numerato8imilarly T must subtract an arg (C) and (e) apply
amountof $16,000 (= $20,000 x 80%) from its sales factor denominator and, if ap;ﬁ)l ) k i .
cable,from its numerator (h) Alternative apportionmentl. The provisions of Sax

3. For purposes of subds. 1. and 2., a pass—through entit@895may applyto combined group members. The determination
ownedmore than 50 percent by combined groupmbers if the Of whether an alternative apportionment method undeas. T
aggregateamount of thecombined group members’ interests ir2.395may be used is made for each corporation within the com
the pass—through entitwvithout regard to any agreement to allobinedgroup rather thafor the combined group itself. If the atter
cate gains or losses on a basis other than their capital interestdai/e apportionment method employed underax 2.395 is a
morethan 50 percent, or the combined group members kerformulathatincludes multiple factors, that corporation shall eom
a whole have more than 50 percent of the management oight®uteits modified sales factor in the manner described in(gar
the pass—through entitys evidenced by the terms of the agree 2. Notwithstanding the provisions of sax2.395, a qualify
mentunder which the pass—through entity was formed, votirigg combined group may petition the department to use an alterna
rights, provisions of state or federal laor otherwise. tive apportionment method, as provided in & P.64.

($10,000) $5,000
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(i) Apportionment factors for dual-sozed income.If a cor  the computation of the memberincome for the taxable year as
porationis eligibleto exclude foreign source income from comprovidedin par (a).

binedunitary income undesub. (4) (d) to (f) and the Internal Rev  (9) NeT BUSINESSLOSSES A combined group member may
enueCode requires the corporation to source a transaction beHtryforward its net business loss as provided in ss. 71.26 (4) and
within the United States and without the United States, the €Orya. 45(4), Stats. A net business loss carryforward is an attribute
ration shall excluderom its modified sales factor any amountsf the separate corporation ratttean of the combined group.
attributableto the portion of the transactidhat constitutes fer However,s. 71.255 (6) (b), Stats., provides that a combined group
eign source income under sub. (4) (c). The amounts excludeémbemay share all or a portion of its rmisiness loss cary
from the modified sales factor under this paragraph shall be figeward with the other members of its combined group if certain
amountsincludable in the modified sales factor as if the transagonditions are met. This subsection explains which net business
tion was sourced entirely within the United States, multiplied iyss carryforwards are sharable, how to compute sharable

the percentage of the transactisigross receipts that constitutesamount,and how to apply the shartbses. The following rules
foreign source income under sub. (4) (c). apply:

(8) INCOME COMPUTATION FORGROUPSDOING BUSINESSSOLELY (a) Sharable loss carryforwds. A combined group member
IN WisconsIN For combined groups that are engaged in businggay share its net business loss carryforwaitth other combined
solelyin Wisconsin, and therefore not eligittie use apportion groupmembers to the extent that all of the followiranditions
ment,each membé&s net income subject to combination is deteraremet:
minedon a separate entity basis and then adjusted to reflect the The net business loss originated in a taxablehyaginning

member’sstatus as a combined group membitese incomes are o, or after January 1, 2009 and is attributableombined unitary
addedtogether to arrive at the combined unitary incomibere  incomeincluded in a combined report.

fore, if some combinedroup members have net income from the

unitary business and others in the same group have net loss fl:[?]@ p :
g : : o combined report for the same combined group as the com
the unitarybusiness, the combined grosifax liability is based on | edgroup that will use the shared loss carryforward, regardless

the total aggregate net income or loss of the unitary busine 3 . . ;
Wheneach member computes its share of the combined unit iggpveernci%p%?r'gns have joined or left the combined group in

income,the provisions of sub. (6) applyxcept that the modifiea L .

tionsin pars. (a) to (d) are required: 3. The member is still a member of the combined group
(a) Intercompany transactionsTo the extent that sub. (€)) dﬁ;;:élé)edln subd. 2. for the yedhe loss carryforward will be

does not applyntercompanytransactions that consist of interest ' .

or other expenses paid, accrued, or incurred by one member tgP) Non-sharable lossarryforwards. A combined group

anotherare disregardesb that they neither increase nor decreagg®mber'snetbusiness loss carryforward that cannot be shared

amembers net income or loss. This paragraph does not app|yWIth other comb_lngd group members includes amounts attributa

intercompanytransactions which occurred in taxable years begiR!€ to the following:

ning before January 1, 2009 or to intercompany transactions 1. Net business losses that originated in a taxable yearbegin

wherethe income, expense, gain,loss would not otherwise be hing before January 1, 2009.

subjectto combination. 2. Net business losses attributable to separate entity items.
(b) Capital gains and lossesl. The net capital gain or loss, 3. Net business losses attributable to gedét unitary busi

afterapplyingany sharable net capital loss carrypigfirst deter ness.

minedfor the combined group as a whole in the manner described ¢y Order of carryforwads. A combined group member shall

in sub. (6) () 1. to 3. If theesult is a net capital gain for the groupgpply net business Ioss carryforwards in the order that the underly

the net capital gain is assigned to the members that would havigginet business loss was incurred. If the net business loss carry

netcapital galrfr_om the unitary busmess if they were not mengnyardto be used consists of both a sharable amount and a non—

bersof the combined group, in proportiontte amount of that net sharable amount incurred in the same taxable fremamount of

capitalgain. If the result is a net capital loss for the group, the ngharableand non-sharablearryforward used shall be determined

capitalloss is assigned to the members that would have a net cgpia pro rata basis according to the amafreach type of carry
tal loss from the unitary business if thegre not members of the forward available from that year

combinedgroup, in proportiorto the amount of that net capital

2. The member originally computed the net businessross

Example: Combined Group EFG consists of Member E, Membean& Member

loss. G. E has the following loss carryforwards:
Note: See Example 2 under sub. (6) (c) 4. &orexample of this assignment ;
method. Year Incurred ‘ Sharable Carryforward Non-sharable Carry
2. After applying subd. 1., each member computes its net cap forward
ital gain or loss from separate entity items and applies the-provi 2008 - ($10,000)
sionsof sub. (6) (c) 5. to 7., except that in applying the provisions ~ 20%° ($6,000) ($2,000)

of sub. (6) (c) 6., the applicable apportionmeatcentage is one __In 2010, E's dare d combined wnitary incore dus its eparae entity items equal
() (c) 6., PP PP 9 $14,000.After using its arryforward b dfset this income E has $,000 o remain-

hundredpercent. ing net busines loss arryforwad (= ($10,000 + ($6,00Q + ($2,000 + $14,000).
i i i Qi Of this anount a prtion is a fiarabé arryforwad that may be gplied againg F

(C) Basis ad]l?lStmen‘ts.A combined group memberba_5|s In andG's dares d combineal unitary incone in the manne describel in par. (d).
stockof a subsidiary that is a member of the same combined gr&ifteloss arryforwards ae pplied in hearder incurred the §.0,00 carryforward

shall be adjusted in the manner prescribedub. (6) (f). Inter from2008is wsed inits entirety, and $4,000 of the 009 carryforwad is used The

; H : ion of E’s remainirg carryforwad from 2009 tha is sharabé is $3,000 (=
companyinterest and other expenses shall be included in thefé’gooo X ($6.000 / SBr,gOOO)yand e rortion that is ron-sharafs is $1.00 E:
)

adjustmentseven if those transactions were disregardethén ($4,000)x ($2,00 / $8,000)).

computatiorof the membés income for the taxable year aspro  (d) Method of sharingThe amount of net business loss carry

videdin par (a). forward eligible for sharing shall be computed and assigned-as ol
(d) Earnings and pofits. A combined group membereara  lows:

ingsand profitsshall be adjusted to reflect the undistributedearn 1. Each combined group member shall first apply its total

ings and profits of a subsidiary that is a member of the same cevailablenet business lossarryforward against its total i¢on-

bined group in the manner prescribeid sub. (6) (g). sinincome as computed under sub. (5) (a) to (g), including net

Intercompanyinterest and other expenses shall be included incomeor loss attributable to separate entity items. A combined

theseadjustments, even if those transactions were disregardediioup membets net business loss carryforwasigiall be consid
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ered used against its net income from separate entity items befpmipby operation of the controlled group election as described
its share of combined unitary income. ins. Tax 2.63 (2) (c).

2. Each member shall then separate any remaining net busi 2. If a corporation leaves a combined group or is no longer
nessoss carryforward into theharable amount and the non—shareligible to be a combined group memfdent subsequently rejoins
able amount,as applicable, using the ordering rules in &  the combined group, the corporation may shigsenet business
The sharable net business loss carryforward amounts for edess carryforward with that combined group to the extent the
combinedgroup member shall then be aggregated, except that @ayryforwardotherwise qualifies assharable loss carryforward
combinedgroup member that elects not to share its sharablader par(a).
amountas provided in path) may exclude some or all of its shar  (f) New combined gup memberslf a new member joins the
ableamount from the aggregate sharable amount. combinedgroup oris formed within the combined group, the

3. Except as provided in pdg), relating to insurance cem membermay use the net business loss carryforwards shared by
panies,the aggregate sharable amount shakssigned to each othercombined group members in the same manner as described
combined group member in proportion to its share of combin#éuthis subsection, evehthose losses originated before the new
unitary income as computed in sul§§) to (8), net of any losses member was part of the group.
from separatentity items or loss carryforwards already applied. (g) Special rules for insurance companidgnder s. 71.45 (4),
The sharable amount may only be assigned to a member to 8tets.,the net business loss of an insurance company cannot
extent the membé&s share otombined unitary income has notincludethe dividends received deduction provided in s. 71.26 (3)
alreadybeen dbet by losses taken into account under subd. 1. Aj), Stats. Furthean insurance company may not use net business
amountmay not be assigned to a combined group membese loss carryforwards in cases where its franchise or income tax
shareof combined unitary income, net of any losses alreadigbility is limited by two percent of its gross premiums as pro
appliedby the member under subd. 1., is zero or less. videdin s. 71.46 (3), Stats. Therefore, the following rules apply:

4. Any remaining sharable amount remains an attribute of the 1. For purposes of applying s. 71.45 (4), Stats., if a dividend
corporationthat originally incurred the loss. The aggregate-shagualified for both the dividends received deduction under s. 71.26
ableamount used under subd sBall be considered used propor (3) (j), Stats., and the elimination of dividends under sub. (6) (e),
tionatelyfrom the sharable net business loagyforwards of the the dividend is considered to be eliminated ungeb. (6) (e)
corporationsvhich contributed to the aggregate sharable amouratherthan deducted under s. 71.26 (3) (j), Stats.

Example: Combined Group ABCD consists of Member A, Member B, Member 2. If an insurance company is a member of a combined group
C, and Member D. The corporations ha\{e the following net business loss catpiatis engaged in business both within and outsig&®isin and
forwardsand net income amounts in 2010: hasa net business loss, the dividends received deduction that shall

Member | Member | Member | Member be added back to that loss includes the insuracaapanys
N g A B < D apportionedshareof the total dividends received deduction which
et business loss . . f
carryforward — ($28,000) | ($24,000) | ($1,000) $0 wasdeducted from the combined unitary income under s. 71.26
1/1/2010 (3) (), Stats., regardless of whether the insurairepanywas
Share of combined $3,000 $10000 | $20000 | $20,000 the combined group member which received the dividend.

unitary income
Net income from
separate entity items

3. If an insurance company is a combined group member and
$1,000 ($2,000) | $3,000 | ($15,000) its tax liability measured by its totalig¢onsin net income as pro

Remaining net videdin sub. (5), including any net business loss carryforwards
business loss cary | ($24,000) | ($16,000) $0 $0 availablefrom other combinedroup members, exceeds two-per
forward centof its gross premiums as defined in s. 76.62, Stats., plus 7.9

Assumed| of A and B's ret busines loss arryforwards ae darable The ggre-  percentof the income described in sub. (5) (f), its tax liability shall

gatesharabé anourt is $0,0® (= $24,0® +$16,000) This anourt may be dlo- imi i
catedto C and D basel upon their respectie shares o combinel unitary income belimited to two percent of the gross premiums plus 7.9 percent

afterapplying any losse from separae entity items Cs afjusted iare ¢ ombined ~ Of the income described in sub. (5) (f). If the insurarmrapanys
;gltoac%mcpn'e is s%o,om (its §1,000 @rryfolrwaad is o;nsmgremsgq z%am; its  tax liability is limited in this mannerits business loss carry

, net incone from separag entity items ore its hare d combined unitary i i
income)and D's aljusted share o combined unitary inconre is $5,000 (= $20,000 forwardsmay not be’hamd with any oth_er combined group mem
-$15,000) The agregaé harabk anourt exceedghe aim of C and D's aljusted  Ders, and if the group is otherwise sharing loss carryforwards, loss

sharesof the mmbinedunitary income which is $5,00 (= $20,00 + $5,000).  carryforwardsmay not be assigned to the insurance company
Thus,C and D's ajustel sharesof combined unitary incone ae fully offset by the . . f
aggregateharabk anount. (h) Elections. 1. Although a combined group member is

After theaggregae $harab anourt is @plied, the emainirg aygregae harable  €Ntitled to the benefit of a net business loss carryforward, the
e e L oo o & bl s oton oo
0 ; Lt usinesgoss carryforward for a taxable yearhis election does
SLﬁ?nle@‘sﬁoV;"‘é“rfﬁzfﬁ;%% Eli;é’ﬁ?dthfg‘g%‘,%ééf“(‘i’%‘ig?a&“i“};"{g%&e } notreduce the amount of carryforward availdiolethe following
$40,000))in remainirg ret busines loss arryforward. taxableyear nor suspend the carryforward period providessin
(e) Departing combined gup membersExcept as provided 71.26(4) and 71.45 (4), Stats.
in subds. 1. and 2., if a corporation leaves a combined group or is2. A combined group member may aksiect not to share a
no longer eligible to be a combined group membegcorpora  portionor any of its sharableet business loss carryforward with
tion's remaining net business loss carryforward matybe shared other combined group members. Howeviérthe corporation
with any other combined groups but shall be available only to thafaresany part of its sharable net business loss carryforward, the
corporation. The following exceptions apply: sharedamount shall be divided among all members in the manner
1. If a subgroup of two or more corporations leaves a-corprescribedin this subsection, except atherwise provided in
binedgroup on the same date and immediately thereafteothe pars.(d), (e) 1., and (g) 3. A combined group mentbetection
porations become a separate combined group or together bectAger this subdivision is ééctive only for the taxable year in
membersf a new combined group, those corporations may shayich theelection is made and shall have nfeefon the mem
their remaining sharable net business loss carryforwards attribUgr’s ability to share net business loss carryforwards in future tax
ble to the former combined group with one anatHesr purposes ableyears.
of the computations ipar (d), the new combined grogptom (i) Applicability of Internal Revenue Codé&. Notwithstand
bined unitary income shall based in place of the former cem ing the provisions of this subsection, the total amount of net busi
bined groups combined unitary income. This subdivision alsaessloss carryforward that may be used by a combigredip
appliesto combined groups that ngerto become a new combinedmemberor shared with other combined group members for-a tax

RegisteNovember 201 No. 671


http://docs.legis.wisconsin.gov/code/admin_code

File inserted into Admin. Code 12-1-201IMay not be current beginning 1 month after insert date. For current adm. code see:

http://docs.legis.wisconsin.gov/code/admin_code
46-5 DEPARTMENT OF REVENUE Tax 2.61

ableyear is limited by section 382 of tiheternal Revenue Code group member that elects not to sharestgrable amount may
as provided in s. 71.26 (3) (n), Stats. Section 382 of the Intereatludesome or all of its sharable amount from the aggregate
RevenueCode shall be applied without regardhe federal con sharableamount.

solidatedreturn regulations under section 1502 of theernal 3. The sharable amount shall be assigned to each combined
RevenueCode. groupmember in proportion to its tax liability from its share of

2. If a combined group member is acquired by another comombinedunitary income. The sharable amount may only be
bined group membersection 381 of the Internal Revenue Codassignedo a member to the extent the menbeax liability from
controlswhether the acquiring corporation may sucdedtle tar combinedunitary income has not already beefsef by other
getcorporations net business loss carryforwardsisédnsin fol  creditsand carryforwards applied by that member under subd. 1.
lows section 381 of thinternal Revenue Code, but modifies it inAn amount may not be assigned to a combined group member
s.71.26 (3) (n), Stats., so that it applies ts&nsin net business whosetax liability from combinedunitary income has been fully
loss carryforwards instead of federal net operating loss €arrgffsetby other credits.
overs. If the acquirer succeeds to theytticorporations net busi 4. Any remaining sharable amount remains an attribute of the
nessloss carryforwards, the get corporatiors carryforwards corporationthat originally generated the crediThe aggregate
shallbe treated as originally incurred the acquiring corporation sharableamount used under subd. 3. shall be considered used pro
andshall maintain their character as sharable or non_sharabl%ortionatew from the sharable research cratfithe Corporations

3. The separate return limitation year provisions of the fedesahich contributed to the aggregate sharable amount.
regulationsunder section 1502 of the Internal Revenue Code dGsxample: Combined Group FGH consists of MembgMemberG, and Member
not apply to net business loss carryforwards. The provigibnsH. F, G, and H have the following amounts in 2010:

this subsection apply in place of these limitations. Member F | Member G | Member H
(10) CrepiTs. A credit is an attribute of the separate corpora Current year research ($3,000)

tion rather than of the combined group, and credits are computeijpense credit )

for each corporation separatelowevers. 71.255 (6) (c), Stats., Currentyear economic ($17,000)

. . - development credit
provides that a combined group member may share all or & POrtiQfi ., cn expense credit | ($20,000) (16,000)

of its research credits with the other membfréhe combined  canryforward

group. For purposes of this subsection, the term “research creditax liability from com- $8,000 $5,000 $20,000
meansonly the research expense credit under ss. 71.28 (4) ®med unitary income
71.47(4), Stats., and the research facilities credit under ss. 71.2B liability from separate - $1,000 $2,000

(5) or 71.47 (5), Stats. Thiubsection explains how credits are E‘:t“?’agems %0 % $5.000
computedand applied as well as the special rules that ajoply Remaining available ($15,000) ($10,000) '
researcteredits. research expense credit
~ (a) Nonrefundable cedits other thaneseach ciedits. A com Assumeall of the research expenseedit carryforward is sharable. The aggregate
binedgroup membeés nonrefundable credits other thasearch sharableamount is $25,000 (= $15,000 + $10,00This amount may be assigned

ite i i i H to the extent of its tax liability from its share of the combined unitary income after
credits, IndUdlng carryforwards of those credits, may Only b pplyingits own credits. AfteH applies its own credits, the remaining tax liability

usedby that combined group member tdset the tax liability from combined unitary income is $5,000 (= ($17,000) + $2,000 + $20,000; its

attributableto its owntaxable income as computed under sub. (5)17,000economic development credit is applied againstizhity from separate
. . entity items before tax liability from combined unitary items). Since this amount is
(b) Refundable @dits. Any refundable credits computed byjessthan the aggregate sharable amount, the entire remaindertakHiability from

a combined group member shall be claimed on the combineghbinedunitary income ($5,000) is skt by the aggregate sharable amount.
returnand refunded to the designated agent to the extent not useder the aggregate sharable amount is applied, the remaining aggregate sharable

to offset the total tax liability reported on the combined return.amountis $20,000 (= $25,000 ~ $5,000). Since the remaining sharable amount
remainsan attribute of the corporation that originally generated the credit, at the end

(c) Sharing of esearchcredits If a combined group member of 2010r,] ch()jutld hav]g $12,goo (d: gzo,ocig ﬁ ($1%g%% (/) s(szsggg%)% (i)n r?sr;rla(i)irggg )
computesa research credit, or has a carryforward of a reseaffffarch credit carrylorward, and & would have %6,000 (= 28,000 x (510,
credit,the membemay share a portion or all of the credit with thgfﬁfc;oog;_nhzme:gcé irce)sne:rg: 23%” C(e;;y?;:;v a:S' ¢ te to elections
othermembers. For purposes of determirtingsharable amount’H’;lppli'cabletopnet business Iosé carryfc')rwardS apply also to-avail
the provisions of sub. (9)e) and (f) apply to available researc ; . ’ )
creditsin the same manner as they apply to net business loss ca eresearch. credits under this paragraph. .
forwards. Research credit carryforwards incurred in taxable years(d) Exception for fundedesearch If a combined group mem
beginningbefore January 1, 2009 are sharable to the extent #ff incursexpenses that are otherwise qualified research expenses
corporationwith the credits would have been a member of tHéndersection 41(dpf the Internal Revenue Code but for the fact
combinedgroup had s. 71.255, Stats., been faatfand required thatthe research is funded by another combined group member
combinedreporting in thosgears. The method of sharing theséhe expenseshall be considered qualified research expenses of
creditsis as follows: the combined group member performing the research, and the

1. Each combined group member shall first apply its tot4moursementrom the combined group member funding the
availablecredits, including its research credits, againsgitss researchmay not be considered a qualified research expense of the
tax liability, if any, including its tax liability attributable tsepa }‘undlng rtr:embe.r Rﬁgardless of ]:Nhered t_rier#jlng member I!S ‘
rateentity items. A combined group membseravailable credits ocatedthe research must be performed in this state to qualify for

shall be considered used against its tax liability from separdfi€ research credn for Wcons!n purposes.

entity items before its tax liability from its share of combined uni, ggwgﬁs ?ef’sfgg'r’ﬁgxgﬁlﬁ%:%”j;ﬁﬁ gxggﬂﬁérﬁj ﬁ”d% ’\é'eecf{‘ig? 4?-( J)”thag
tary income. Aailable credits S_ha” be used in the order specifigkeralrevente Gode exceyt for the fact that A and B have atered into a ontract
in s. 71.30 (3)Stats. A combined group member may elect t@her A provides funding for dl of B's researb & a nmarkup o 10%. Neither A nor

i i Hebperform any other research During Yea 1, A paid B $220,0® for researb sr-
apply a carryforward of a research credit before applylng twces,all of which would be “qualified researchfor B if the researb were rot

researctcredit computed for the current taxable year fundedby A. On AB’s Yea 1 mmbined return B may include $200,0® o qualified

2. Each member shall then separate any remaining availaifgarcieenss . 220,00 €000 rarun ints omputator o e esearch
researchcreditinto the sharable and non-sharable amount, g&sof the mme ommbinal group, the funding arangemenbetwea A and B is
applicable. The ordering rules provided in sub. (9) (c), relating t@noredfor purpose d computirg the researb aredit.
net business loss carryforwards, also apply to research credit(e) Applicability of Internal Revenue Cod&he provisions of
carryforwards. The sharable research credits for each combinedb.(9) (i), as they relate to net business loss carryforwards, also
groupmember shall then be aggregated, except that any combiapgly to carryforwards of credits under this subsection.
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Note: Section Bx 2.61 interprets s. 71.255, Stats. ) . 1. For any participant in the unitabusiness that is not a

N istoty: ( EMRL001: emeg. cr. ef. 1-15-10; CR 09-064: cRegister April 2010 - memberof a commonly controlled group of corporations as pro
Cross Refeence:See s. @x 2.60 for definitions that relate to this section. V|de_d ins. Tx 2.61 (3), the part|C|p_aBtIncome from_ the unitary
businesds generally apportioned in the manmpeovided by ss.

Tax 2.62 Unitary business. (1) Scope Section71.255 Tax 2.39, 2.395,_2.45, 2.46, 2.47, 2.47_5,_ 2.48, 2.49, 2.495_, 2.50,
(2) (a), Stats., provides that a corporation engageduinitary " 2-502, as applicable. Howeyéfre participant may be required
businesawith one or more other corporations in the same-corfP @PPortion its income under the combined reporting rules pro
monly controlled group isgenerally required to determine itsVided in s. Tax 2.61 if certain conditions applys further
shareof income from that unitary business using a combinddPlainedin s. x 2.61 (2) ().
report. Section 71.255 (1(n), Stats., defines “unitary business.” 2. For any participant in the unitary business that is a member
The purpose of this section is to provide further interpretation of a commonly controlled group of corporations as provided in s.
the meaning of “unitary business.” Tax 2.61 (3), the participargtincome fronthe unitary business
trolled economic enterprise for which the components of tHg s. Tax 2.61.
enterprisearesuficiently interdependent, integrated, and interre 3. A corporation that is engaged in the unitary business may
latedthrough their activities to suchdegree that if the enterprisehaveboth apportionable income and nonapportionable income, as
is doingbusiness both within and outside a state, the state-is gaovidedin s. 71.25 (5), Stats.
mitted under the U. S. Constitution to tax a fairly apportioned (e) Members ofunitary business that arnot in combined
shareof the total net income of the enterprise. group. It is possible that oner more members of a unitary busi

(a) Commonly contiled. A unitary business may conseft nessmay not be members of a combined group. Mendfersini
asingle entity or a group of two or more related entitiesluding  tary business that may not meembers of a combined group
corporations, tax—option corporations, partnershipmited includethe following:
liability companiessole proprietorships, estates, and trusts. A 1 ngividuals or entities that are considered “pass—through
group of related entities may satisfy the commonly controlledyities” for purposes of combined reporting under s. 71.255 (1)
requiremenof a unitary business if they are related in any of th&y 'stats. This includes partnershifisiited liability companies
following ways: . _ treatedas partnerships, tax—option corporations, estates, trusts,

1. The entities areelated under the provisions of section 26fea| estateinvestment trusts, regulated investment companies,
of the Internal Revenue Code which disallow losses on sal@g| estate mortgage investment conduits, and financial asset
betweerrelated persons. By reference, this includes the rulesg@cyritizationinvestment trusts.
section707(b) of the Internal Revenue Code, relating to partner 2. Corporations whoseet income and apportionment factors

ships. . . arenot subject to combination under the weterdge rules of s.
2. The entities are related under section 1563 of the Intergl 2 61 (4).

Eoer\]/;r}lés(?gggalv\m::cglm(ie;‘g;(esu?pocsoenstrolIed group of corpora 3. Corporations that are related under the rules of sections 267
. L ' W or 1563 of the Internal Revenue Code but are not in a “commonly
3. The entities are corporatioimsthe same “commonly cen controlledgroup” as provided under saX 2.61 (3).

trolled group” for Wisconsin purposes. “Commonly controlled r(f) Members of combined gup thatare not in unitary busi

%r%lﬁgr;zézgges.m_g)e(mzlﬁéjlg(lg)e.n in's. 71.255 (1) (¢), Stats., as furtrr]leess. A combined group may include corporations that are not

engagedn a unitary business if the combined greupésignated

(b) Components of enterpriséThe components of @M ,qantag properlynade the controlled group election as provided
monly controlled economic enterprigeay consist either of divi ins Tax 2.63.

sionsof a single entityor of multiple entities, or both. For pur

posesof this section, the term “participants” is useditsscribe _ (3) SHARING, EXCHANGE, AND FLOW OF VALUE. (&) General.
thesecomponents of an economic enterprise. Participantdn a commonly controlled economic enterprise have

sharing or exchange of value among them and a significant flow
1. In general, the participants in a commonly contraéieghomic of value to the separate parts, and thus are a unitary business, if any

enterpriseare considered a unitary business if their activgas of the foIIowmg are trut_e. i )

eratea synegy andmutual benefit that produces a sharing or 1. The participants in the enterprise contribute or are expected

exchangeof value among them and a significant flow of value t contribute in a nontrivial way to each oteprofitability.

the separate parts. Subsection (3) presents indicators that sharing2. Each participant ithe enterprise is either dependent on, or

or exchange and flow of value are present. is depended upoby, one or more other participants in the enter
2. The participants in commonly controlled economic enter Prisefor achieving one or more nontrivial business objectives.

prisemay also be considered a unitary business if there is unity of 3. The economic enterprisdfers one or more participants

operationand use, as further explained in sub. (4). someeconomie®f scale or economies of scope that benefit the
3. Under s. 71.255 (1) (n), Stats., the definition of “unitargnterprise.

business’shall be construed to the broadest extent permitted by 4. The prices chged on transactions between participamts

the U.S. Constitution. Thusiase law provides additional guid the enterprise are inconsistent with the arms—length principle.

anceto determine whether a unitary business exists. Subsecti@swever,if these prices are consistent with the arms—length prin

(5) presents factors that have been considérgdhe U.S. ciple, that fact does not negate in any way the existence of a uni

(c) Sufficiently intedlependent, integrated, and intelaited.

SupremeCourt to be determinative of a unitary business. tary businessExxon Corp. vDept. of Revenue ofistfonsin 447
(d) Fairly apportioned. If a unitary business has nexus ilsW U.S.207, 100 S. Ct. 2109 (1980)).
consinand is doing businedmth within and outside 18€onsin, () Examples of flow ofalue. Activities between participants

anapportioned share of the unitary businesgt income is tax thatconstitute a flow of value between them include afrtie fot
ableby Wisconsin under the ruled this paragraph. If a unitary |owing:

businesds doing business only in tonsin, no apportionment
appliesand all of the unitary businesshcome idaxable by Ws- o R
consinunless specifically exempt. The following rules apply to  2- Assisting with filling personnel needs.

the apportionment of income of a unitary business: 3. Lending funds, guaranteeing loans, or pledging assets.

1. Assisting in acquisition of assets.
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4. Interplay in the area of corporate expansion, including batisingout of a passive investment odiatinct business operation
not limited to common future planning or development of th€Container 463 U.S. at 166, 103 S. Ct. at 2940).

enterprise. (6) PresumpTIONS The presumptions in pars. (a) to (g) apply
5. Providing technical assistance, general operationat guidhendetermining whether participants in a commonly controlled
ance,or overall operational strategic advice. economicenterprise are considered a unitary businessy of
6. Supervising. thesepresumptions may be rebutted the taxpayer or by the
7. Sharing use of trade names, patents, or other intelIectf:L‘?tF‘"‘rtment'HOWe"er the noncontrolling factors ipar (h) may
not be used to rebut these presumptions.

roperty.
P (E)l) L)J/NITY OF OPERATIONAND USE. This subsectioexplains (@) Horizontal integration. An entityor commonly controlled
whenparticipants in a commonly controlled economic enterprigEOUPOF entities is presumed to be engaged in a unitary business
are considered a unitary business because they have mmit))/vhenall of its activities are in the same general line of business.
operationand use. (b) Vertical integration. An entity or commonly controlled
(a) General. If the participants in a commonly controlled ecogroupof entities is presumed to be engaged in a unitary business

nomic enterprise have both unity of operation and unity of us@henits various divisions, segments, branches, fiiziés are
they shall be considered engaged in a unitary business. engagedn different steps in a vertically structured enterprise.

(b) Unity of operation.Unity of operation means there is func  (C) Centralized managementAn entity or commonly con
tional integrationamong the participants, and is evidenced gendfolled group of entities that might otherwise be considered as

ally by shared support functions. Activities that indicate unity &ndgagedn more than one unitary business is presumed to be
operationinclude: engagedn one unitary business when there is strong central man

1, Centralized purchasing, marketing, advetising, accouffgerent oupled i e exstence of cenvalized depariments o
ing, or research and development. , 9, 9

. . . anddevelopment, or purchasing.

2. Intercorporate sales or leases, including equipment and real : . . -

estate. d) Different business segmentén entity operatinglifferent
. includi . . businessegments within the ganizational structure of thengle

3. Intercorporate services, inc uldlng agm'”]'ftrat'r‘]’e' daiy,sinesentity is presumed to be engaged in a single unitary busi

management,computer supportemployee benefits, human poqqyith respect to the business segments.

resourcesjnsurance, taxompliance, legal, financial, and cash . . .
l P 9 (e) Newly acquied corporations.1. Except as provided

managemenservices. subd.2., when a corporation acquires another corporatidhato
4.  Intercorporate debts. _ o _ the acquired corporation is a member of a commonly controlled
5. Intercorporate use of proprietary materials, including tragfoupfor the first time, it shall be presumed that the acquaimd
namestrademarks, service marks, patents, copyrights, and tragi@juiredcorporations are not engaged in a unitarginess for the
secrets. purchaser’'saxableyear that includes the acquisition. If the-pur
(c) Unity of use. Unity of use is evidenced generally bychaseilis already a combined group memlike taxable year that
centralizedmanagement or us# centralized policies. Factorsincludesthe acquisition is the taxable year of the combined group.

thatindicate unity of use include: 2. The presumption against unity in subd. 1. shall not apply
1. Centralized executive force. if, immediately preceding the acquisition, the acquiring and
2. Interlocking directorates or corporatéicsrs. acquiredcorporations were engaged in a unitary busiesst
3. Intercompany employee transfers. from being in the same commonly controlled group, or ifdée
4 C | d . - ignatedagent of the combined group has properly made the con

- Common employee and executive training programs. ys|ed group election as provided in axT2.63.

5. Common hiring and personnel policies. 3. If either the taxpayer or the department rebuts the presump
6. Common recruiting programs. tion in subd. 1., the provisions of s. 71.255 (9), Stats., relating to
7. Common employee handbooks. part-yearmembers of a combined group, shall apply
8. Common employee benefit programs. (f) Newly formed corporationsWhere a corporation enore

(5) FACTORS CONSIDEREDBY U.S. SUPREMECOURT. Since, as thanonecorporation forms, or has formed,'a new corpora_tion, it'
providedin s. 71.255 (1) (n), Statshe definition of “unitary busi shallbe presumed that the formed corporation is engaged in a uni
ness”shall be construed to the broadest extent permitted by {R& business with the forming corporation or corporations from
U.S. Constitution, case law provides further guidance to detdhe date of its formation.
mine whether a unitary business exists. Subsections (3) and (4Yg) Refusal to ppvide information. The departmers’deter
arereflective of that case lawFactors that have been considereghinationof whether an entitis engaged in a unitary business is
by the U.S.Supreme Court to be determinative of a unitary-buspresumedo be correct if the taxpayer unreasonably refuses to

nessinclude: provide informationpertinent to the determination of a unitary
(a) Unity of use and managemeButler Bos. v McColgan  business.
315U.S. 501, 508, 62 S. Ct. 701, 704 (1942)). (h) Noncontolling factors. The following factorsmay not

(b) A concrete relationship between the out—of-state and thegatethe presumptions in pars. (a) to ():
in—stateactivities that is established by the existence of the unitary 1. The use of arms—-length pricing for sales, exchanges, or
businesgContainer Corp. of America ¥ranchise @x Bd. of Cal  transfersbetween entitiesExxon Corp. vDept. of Revenue of
ifornia, 463 U.S. 159, 167, 103 S. Ct. 2983, 2941 (1983)).  Wisconsin447 U.S. 207, 100 S. Ct. 2109 (1980)).

(c) Functionaiintegration, centralization of management, and 2. The fact that a business uses a separate accounting system,
economiesf scale kobil Oil Corp. v Comm'r of &xes of ¥r-  including separate accounting by division, by entity geograph

mont 445 U.S. 425, 438, 100 S. Ct. 1223, 1232 (1980)). ical area, by business function, or by business segment.

(d) Substantiamutual interdependenck.{\. Woolworth Co. (7) PASSIVEHOLDING COMPANIES. (a) A passive holding com
v. Taxation and Revenue Dept. of N&lexicq 458 U.S. 354, 371, panythat is in a commonly controlled economic enterprise and
102S. Ct. 3128, 3139 (1982)). holdsintangible assets that are used by the enterprizeinitary

(e) Some sharing a¥xchange of value not capable of precisbusinessshall be deemed to lBngaged in the unitary business,
identificationor measurement — beyotite mere flow of funds evenif the holding company’ activities are primarily passive.
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(b) A passive parent holding company that directly or-indagreedo be bound by the election and thatehextion shall apply
rectly controls one or moreperating company subsidiariesto any member that subsequently enters the group.
engagedn a unitary business shall be deemed to be engaged in c) Multiple former combined gups. 1. If a commonly con
unitary business with the subsidiary or subsidiaries, even if thgyied group consists of corporations that previously filechase
holding companys activities are primarily passive. thanone combined group, the controlled group election creates

(8) Pass-THROUGHENTITIES. For purposesf pars. (a) and (b), new combinedgroup. For purposes of application of loss carry
“pass—throughentity” includes a partnership, limited liability forwardsand research credits under ax2.61, each former cem
companytreated as a partnership, tax—option corporation, estabmedgroup included in theew combined group is a subgroup as
or trust, but does not include corporations treated as real estigecribedn s. Tax 2.61 (9) (e) 1. and the corporations with@th
investmenttrusts, regulated investment companies, real estagbgroupare eligible to share lossarryforwards and research
mortgageinvestment conduits, or financial asseturitization creditsfrom taxable years prior to the election with all the mem

investmentrusts. bersof that subgroup, to the extent sharing would otherwise be
(a) For purposes of determining the scope of the unitary bugllowedunder s. @x 2.61 (6) (c), (9), and (10).
nessany business conducted by a pass-through éhnditys con 2. A new combined group described in subdshall appoint

trolled directly or indirectly by a corporation shall be treated ahe designated agent of one of the former combined groups to be
conductedy the corporation to the extent of the corporatialis  the designated agent, and the provisions ofax Z.65 apply to
tributive share of the pass—through ensitincome, regardless of that designated agent. The corporation that files the first com
the percentage of the corporatierdwnership interest. binedreturn under the election shb# deemed the appointed des
(b) Any business conducted directly or indiredifyone cor ignatedagent for the new combined group.
porationis unitary with that portion of a business conducted by (3) ConTINUITY OFELECTION. (@) Ten—year period.Except as
anothercorporation through its direct or indirect interest in a pasgrovidedin sub. (4), the controllegroup election is binding for
throughentity if the requirements of s. 71.255 (1) (n), Stats., as;dapplicable taall members of the commonly controlled group
otherwisemet with respect ttéhe corporations’ interests in thefor the taxable year for which the election is made and for the next
pass—througlentity and the corporatiorage members of the samenine taxable years. The electionaso binding on any corpera
commonlycontrolled group. tionsthat join the commonly controlled group during the period
u_otte: Seétioglfgéfﬂ interpr?ftslS-lél-fgSC(é) O(g),o fg‘z?tS-R tor Aoril 2010 the election is in dect. Any corporation that departs the com
No. |685%r,yé‘f. 5’1‘1_10; ol it ) (intro.) and renumbéﬁng%fs(ae)f (bp)f'(g) @ monly controlled group is not bound by the election for the taxable
and(b) made under's. 13.92 (4) (b) 1. and 7., Stats., Register April 2010 No. e5¢€arsafter its departure from the group, except if gy applies
Cross Refeences:See s. @x 2.60 for definitions that relate to this section. Se@®r if the corporation rejoins the commonly controlled group.

Feqredio Lse kombined 1epoinG. Seea .65 for mave miormation on the eon () Reorganizations 1. When a meer or acquisition occurs
trolled group election. betweentwo combined groups where the acquiring group has not
madethe controlled group election but thegetr group has made

Tax 2.63 Controlled group election. (1) Scope See thecontrolled group election, the controlled group election of the
tion 71.255 (2m)Stats., allows a commonly controlled group ofargetgroup terminates on the date of the transaction. However
corporationgo elect to include every member of the commonlthe designated agent of either the acquiring groughe taget
controlledgroup ina single combined group for combined reportgroupmaymake the controlled group election with respect to all
ing purposes.This section provides rules relating to making theorporationsthat arein its commonly controlled group as deter
election,continuity of the election, and limitations of the electionmined after considering the fefct of the meger or acquisition,

(2) MAKING THE ELECTION. Preapproval bshe department is providedthe requirements in suf2) are met and the election is
not required to make thelection. The designated agent of th&0tPrecluded by paxc) or sub. (4) (b) 2.
combinedgroup shall make the election on behalf of the group as 2. When a meger or acquisition occurs between two eom
describedn this subsection. Paragraph (c) provides rules relatibinedgroups where the acquiring group has made the controlled
to identifying the designated agent in cases where a commoglpup election but the taet group has not made the controlled
controlledgroup consists of corporations that previously fied groupelection, all corporations in the commonly controlled group
morethan one combined group. asdetermined after considering théeef of the meger oracquist

(a) Time period for making electionThe designated agent“on are bound by the acquitercontrolled group election.
shall make the election on an origindimely filed combined 3. When a mager or acquisition occurs between two eom
returnwhich includes all members of the commonly controlletiinedgroups that have both made twntrolled group election,
group. A return shall be considered timely if it is filed by thes  the expiration date of the controlled group election for the entire
ignatedagent on or before the ddate of the return, including commonlycontrolled group as determined after considering the
applicableextensions. If the return is timely filed without areffect of the meger or acquisition is the expiration date of the
extensionthe designated agent may make the electiofiling  acquirer’scontrolled group election.
anamended combined return on or before the end efuttematic 4. When a commonly controlled group that has made the con
7-monthextension period provided in's. 71.24 (7) or 71.44 (3xolled group election divests stock of onemore subgroups of
Stats. A return filed after the end of the automatic 7-month extefhembersso that the subgroups are no longer in the commonly
sion period, whether an original or amended return, may ngéntrolledgroup, those subgroups are no longer bound by the con
constitutea valid controlled group election for the taxable year t@olled group election, except if both theok value of total assets
which the return applies, although an election mayilbd for a  of a subgroup and its total fair market value are greater than those
subsequent taxable year subject to the limitation in sub. (3) (¢3¢ the divesting group, then the subgroup is bound by the con

(b) Method of election anaeguired documentationl. Forthe trolled group election and the controlled group election of the
first year the designated agent makes the election, the designdieestinggroup terminates on the date of the transaction.
agentshall check a designated line of the combined return to indi (c) Renewal.1. After the ten—year period described in (&,
catethat a controlled group election is irfegft. the designated agent may renew the election for another ten tax

2. For the first year thdesignated agent makes the electiogble years, without prior written approval from the department.
the designated agent shall includetatement with the combinedThe renewal shall be made on an original, timely filed return for
return which lists every corporation that is a member of the cothe first taxable year after completion dfe ten—year period.
monly controlled group, and indicates tresich corporation has Exceptas provided in subd. 3., thequirements for a renewal of
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an election are the same as for making the original electionwhich 30 percent or more die combined unitary income would,
describedn sub. (2). in the absence of combined reporting, be required tapper
2. If the election is not timely renewed as provided in subtionedusing more than one factor under a method described in ss.
1., the election is considered to be revoked by the designafex 2.46, 2.47, 2.475, 2.48, 2.50, or 2.502.
agent. In the case of a controlled group election that is not timely (b) Requiements for petition.The designated agent of the
reneweda new electiomay not be permitted in any of the nextombinedgrouprequesting an alternative apportionment method
three taxable years. shallfile a petition no less than 60 days before filing the first-origi
3. The designated agent may renew the election on @al, timely filed return usinghe alternative method. If a return
amendedreturn filed after the end of the automatic 7-montHsingthe modified sales factor method has already been timely
extensiorperiod provided in s. 71.24 (7) or 71.44 (3), Stats., onfifed without anextension, the designated agent may file an
if the original return was consistent with the controlled group elemendedeturn using the alternative method if it filepetition
tion remaining in place anthat the failure to comply with the no less than60 days before the end of the automatic 7-month
requirementf sub. (2) was due to oversight or mistake. extensiorperiod provided in ss. 71.24 (7) or 71.44 (3), Stats., as
(4) LiMITATION OFELECTION. A controlled group election may @Pplicable,and the petitions approved by the department. The
be disregarded by the department if the facts demonstrate thatR&tion shall include the following: S
electionhas the primargffect of tax avoidance rather than its 1. The full nameaddress, and federal employer identification
intended purpose of simplifying thedetermination of items numberof each member of the combined group.
includablein a combined report. The following rules apply to this 2. The combined group'taxable year for which the alterna
limitation: tive apportionment method as requested would begin &ffée
(a) Tax avoidance.1. A controlled group election may be eontive.
sideredto have the primary fct of tax avoidance if from the 3. A description of the alternative apportionment method
facts available to any corporation in the commonly controlletequested.
groupat the time of the election, the election witlt have mean 4. A complete and precise statement of the reasons for the
ingful continuingapplication. For example, and without limita modification requested, including why theodified sales factor
tion, the department would disregard the tdeefof a controlled method would result in an unfair representatiothef degree of
groupelection made in anticipation of a sale of a business if yitary business activity in this stat&his statement shall provide
makingthe election the selléncurred a significantly lower tax clearand convincing evidence of its assertions.
liability on the transactioand after the sale all other corporations 5 A calculation of the combined grosgtax liability for the
in the combined group would be included in the combined groyps taxable year to which the petition applies &rthe previous
evenif the controlled group election were not irfeet. taxableyear using theapportionment method prescribed in s.
2. While subd. 1. presents one indicator frafrich the con  71.255(5) (a), Stats., for both yeard=or the previous taxable
trolled group election may be considered to have the primaygar’scomputation, this amount shall be computed as if acom
effectof tax avoidance, thisaragraph in no way limits the scopepinedreport including those same corporations were required in
of possible indicators. the previous taxablgear even if it was before s. 71.255, Stats.,
(b) Administration. If the department finds it necessary to diswasin effect.
regardthe tax efiect of the controlled group election or disallow 6. A calculation of the combined grosgax liability for the
the election, the department shall revoke the electiqn for the enfiifgt taxable year to which the petition applies &rcthe previous
commonlycontrolled group for all years open to adjustméiite  taxableyear similar to the calculation in subd. 5., but using the

following rules apply: requestedapportionment method instead of the modified sales
1. For each member of the commonly controlled group, ttiactor method.
departmentshall recompute that membertax liability in the 7. A calculation of each combined group membeaxliabil-

mannerit would have been computed had the controlled groug for the first taxable year to which the petition applies fand
electionnot been in place, and shall issue notices of assessmg@Btprevious taxable yeaimilar to the calculations isubds5.
or refund accordingly within the statute of limitations provide@dnd6., computed as if each corporation weoéa member of the
unders. 71.77, Stats., including any extensions. combinedgroup and using the methpeescribed by ssak 2.39,
2. If the controlled group election is revoked under subd. 2,395,2.45, 2.46, 2.47, 2.475, 2.48, 2.49, 2.495, 2.50, or 2.502, as
the commonly controlled group may not makeew election in - applicableto each corporation.
any of the next three taxable years, but nmagke the election 8. A statement as to whether any combined group member is
thereaftemprovided the election has the primarfeef of simplify  peingaudited by the department at the time of the petition.
ing the determination of items includable in a combined report (c) Limitation. The department may not grant a taxpayer
ramgtgigi;féié Ga;’i?]'tg%:‘eff-s 71,255 (2m), Stats petitionfor an alternative apportionment method if the alternative
History: EmR1001: emeg. or ef. 1-15-10: CR 09-064: cRegister April 2010 'Me€thod would resulh a lower tax liability than the sum of the tax
No. 652, ef. 5-1-10. liabilities of the combined group members computed as if they
Cross Refeences:See s. @x 2.60 for definitions that relate to this section. Seaverenot members of a combined group and using the apportion

s.Tax 2.61 (2) (b) for more information on théeet of the controlled grouglection. i
See s. @x 2.65 for more information on the duties of the designated agent. &&e s. entmethod prescribed by ssa2.39, 2.395, 2.45, 2.46, 2.47,

2.67for more information on combined returns. 475,2.48, 2.49, 2.495, 2.50, or 2.502, as applicable to each cor
) . ) poration.
Tax 2.64 Alternative apportionment for combined (d) Approval orrejection. 1. The petition shall be approved

groups including specialized industries. (1) Score See by the department in writing. The department shall approve or
tion 71.255 (5) (a), Stats., provides that a combined group is gegjectthe petitionwithin 45 days after receiving it. Howeyil-
erally required to use the modified sales factor method to app@re of the department to act within 45 days or acceptance of a
tion its combined unitary income. Howeyer 71.255 (5) (b), return using the alternative apportionment method does not
Stats. provides that a qualifying combined gramay petition the constituteapproval of the petition or method usetihe depart
department to use an alternative apportionment method. This $aent may after receipt and reviewf the petition, require addi

tion provides rules relating to the eligibility requiremertsati  tional information necessary to determine whether the modified
nuity, and limitations of this privilege. salesfactor method does not fairly represent the degree of unitary

(2) EuGBILITY REQUIREMENTS (a) Qualifying combined businessctivity in thisstate. If the department does not have all

group. A qualifying combined group is a combined group fothe required information to approve ttpetition, the 45-day
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perioddescribed in this paragrapghsuspended until the infforma  Tax 2.65 Designated agent of combined group.
tion is provided. Filing of a petition does notegt the accrual of (1) Scope Section 71.255 (7), Stats., requires every combined
intereston underpayment of estimated taxes. groupto have a designated agent to act on behalf of the group.

2. If the designated agent timely files a petition as describdis section provides rules relating to identifying the designated
in par (b) but does not receivan order from the departmente}genh’?‘nd describes the scope and limitations of the ageney rela
approvingor rejecting the petition before the ddate of the tionship.
return,the designated agent must fite return using the modified  (2) IDENTIFYING DESIGNATEDAGENT. (a) Eligibility. The com
salesfactor method. If the department subsequently approves tiigedgroupmay select any member as the designated agent, sub
petition, the designated agent maynend the return using thejectto a limitation that the designated agetdixable year shae
approvedmethod, in which case the amended return must contéive same as the combined grasipaxable year
the attachments described in pé). (b) Creation of agencyA combined group shall appoint a des

(e) Attachments toaturn. For each combined return on whichignatedagent. The corporation which files, will file, the first
the alternative apportionment method tsed, the designatedcombined return for the combined group is deemed to be
agentshall include the following documentation with the return2ppointedas the designated agent. If no combined return is filed,

1. A copy of the departmestivritten approval for the alterna the department shall appoint the parent corporation of the com
tive apportionment method. binedgroup to be théesignated agent, or if there is no parent cor

. . N tion, th t t int tion in th
2. A calculation of the combined grosptax liability com B%rgdlgrgoupetgeb%a{hrgednesr%a:é%pdpgger?tny corporation in the com

putedas if it used the modified sales factor method insteaeof Continuity of into fut ' o ber of
alternativeapportionment method. © ontinuity ot agency Into futaryears. tncea memboer o

. ) . the combined group is appointed the designated agent, it shall
3. Acalculation of each combined group membéaxliabil-  remainthe designated agent of that group for all future years
ity for the taxable year included in the combined return CompUtﬁFmassone of the following applies:
asif each corporation were not a member of the combined group 1. The designated agent leaves the combined group, in which
andusing the apportionment method prescribed by @6 2139, _ oo corporation which files, or will file, the first combined

2.395,2.45, 2.46, 2.47, 2.475, 2.48, 2.49, 2.495, 2.50, or 2.502, h ;
applicableto each corporation returnafter the date the designated agent leaves is deemed to be
) appointedas the new designated agent.

(3) CoNTINUITY AND LIMITATIONS. (@) Continuity. 1. If the > E . : .
> . . Except as provided in subd. 3., the combined group, er por
departmen@pproves the alternative apportionment method, the, ¢ o ch))mbirEed group thatcludes the designatgd agent, ?s
combinedgroup engaged in that unitary business shall contini&, ;e 1y another combined group, in which case the cerpora
to use the alternative apportionmenethod for six taxable years tion which files, or will file, the first combined retuatiter the date

following the first year for which the alternative method wag¢ y,0 4 quisition is deemed to be appointethesiew designated
approvedexcept as provided in pdb). agent.

2. No later than 60 days before filing the first return dor 3. The designated agent ceases to exist, in which cadeshe
. atedagent shall notify theepartment in writing that another
subd.1., the designated agent of the combined group shall f'I‘?n%mberof the combined group (or successor corporation of any

new petition with the department in order to continue using themperof the combined groupyill thereafter act as designated
alternativeapportionment method. The new petition is subject iy e nifor that taxable year and any prior taxable years. The-mem
the same requirements as the original petition except that the

. . . h ; appointed for that taxable year and any prior taxable years
ignatedagent shall include the calculations described in sub. (gdenot be the new designated agent for ali future taxable years.
(b) 5. to 7. forthefirst year to which the renewed election appliegne substitute designated agent will succeed to the rights and
andeach of the years to which the previous election applied. responsibilitiesof the former designated agent and may in turn
(b) Limitations. 1. If the sum of the tax liabilities of the com appointanother designated agent for future taxable years. If the
bined group members for the taxable year computed as if thdgsignatedagent fails to notify the department in writing of the
werenot combined group members, as reported in the attachmeetv designated agent, the department may select a surviving
describedn sub. (2) (e) 3., igreater than the combined grasip’ memberof the combined group to act as the designated agent.

tax liability using the alternative apportionment method, the-com 4. Where subd. 2. does not apphe designated agent is still
binedgroup may not use the alternative metiimdthe taxable a member of the combined group but submitsitten request to
year. Instead, the combined grospall use the modified salesthe department for another combined group member to act as des
factor method. For each of the remaining taxable years in thignatedagent, and the department grants the request.
seven-yeaperiod describedh par (a) 1., the combined group Note: Send requests to change the combined gsalgsignated agent and netifi
shall use thealternative apportionment method to the extent th@tionsof successor designated agents to: Corporation Processing iioriéin
limitations of this paragraph do not apply Departmenbf Revenue, B. Box 8908, Madison, WI 53708-8908.

r 2. 1f tge C?ig]bc;r;ﬁd gtr)ouzp IS nc;t:ong?;;nqudahfrylng %Omz'nfgf acombined group for a prior taxable year shall continue to act
groupas described in sub. (2) (), the combined group may AO Il 0 esignated agent for that taxable year unless the designated
geruse the alternativapportionment method beginning with theagentceases o exist, in which casar () 3. applies, or the desig

yearthe combined group no longer qualifies. Isithsequently nated agent submits a written request to the department for

becpmesaqualifying combined group in a later t_a_xable yéae anothercombined group member to actdesignated agent, and
designatedigent of the group may file a new petition foradter the department grants the request

native apport'?”mem methf)d- . . X Note: Send requests to change the combined gsalgsignated agent and netifi
Note: Mail petitions for alternative apportionment methods to: Administratiogationsof successor designated agents to: Corporation Processing istiandin

TechnicalServices — Corporations Unlisconsin Department of RevenueQP Departmenbf Revenue, B. Box 8908, Madison, Wl 53708-8908. Howevfgthe

Box 8933, Mail Stop 6-40 Madison, W1 53708-8933. requestelates to prior taxable years that are under audit, the designated agent may
Note: This section interprets s. 71.255 (5) (b), Stats. submitthe written requegb the departmerstrepresentative that has notified the-des
History: EmR1001: emey. cr. ef. 1-15-10; CR 09-064: cRegister April 2010 ignatedagent of the audit.

No. 652, ef. 5-1-10. (e) Designatedagent for purposes oésolving disputes over

Cross Refeences:See s. @x 2.60 for definitions that relate to this section. Se : : :
s.Tax 2.65 for more information on the duties of the designated agent. 8261 Tombined goup membershiplf the department determines that

for more information on combined returns. oneor more corporations are members of a combined grodp

(d) Continuity of agencfor prior years. The designated agent
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no combined return was filed, the group of corporations the 1. By election of the designated agent or the applicable com
departmentsserts is a combined group may appoint a memberified group membera combined group member may perform
thatgroupas the designated agent solely for purposes of centesty of the duties listed in pafa) to the extent those duties relate
ing the departmerd’determination. The appointment of a desigo separate entity items. This may include the filing séparate
natedagent under this paragraph may not be construed as a geturn to report the membsrseparate entity items, subject to the
cessiorby either the corporatiors the department regarding therequirementsf par (c).

existenceof a combined group or the propesmposition of a 2. A combined group member may make estimated payments
combinedgroup. . ~ onits own behalf to the extent allowed in 8xT12.66 (2).
(3) SCOPEAND LIMITATIONS OF AGENCY. (&) Duties of desig 3. If a combined return was filed, the department may allow

natedagent. The designated agent is generally required to act g corporation which it asserts should be adttedr eliminated

; h i : &rom the combined group to represent itself after receipt of a writ

ing to the combined return. This includes performing the felloWe, yequest from the corporation. Howevkat corporation shall

ing duties: , _ , . still be bound by any action taken by the designated agent before
1. Filing the combined return, including the reporting of anjhe corporations requesto represent itself has been accepted by

separateentity items attributable to combined group members.the department.

2. Filing any extension of time to file the combined return. Note: A corporation that wishes to represent itself should submit the written

- . . requestto the departmerst’representative that has notified the corporation of the
3. Filing any amended combined returnglaims for refunds de(:)anmem’asseetion. P P

or credits relating to the combined return, including any separate(c) Reporting of separate entity item#.a combined group

entity items attributable to combined group members. memberchooseso file a separate i&tonsin return to report its

4. Sending and receiving all correspondence with the depagéparateentity items rather than having the designated agent
ment regardingthe combined return, except that if corresponnciudethem in the combined return in the manner described in s.
dencerelates to separate entity items or a payment made fy 2 67 (2) (d)3., the member shall consider the totality of its
anothemember of the combined group as provided ira. 266  ghare of items from the combined return plus its separate entity
(2), the department may settide correspondence to that othefiemsfor purposes of applying any limitations, so that its total net
memberor the designated agent, or both. tax plus recycling surchge does not diér from the amount that

5. Remitting taxes applicable to the combined return, inclugdiould have been due if the separate entity items had been included
ing estimated taxes, except as otherwise provided iaxs266. in the combined return. Trewmbined group member shall sub

6. Participating on behatff the group in any investigation or mit a copy of the combined return with its separate return.

hearingby the department regarding the combined return, includ (d) Unauthorized actsThe department is not bound by unau
ing producing all information requested and filing any appeahorizedacts made with respect to a combined return by a cerpora
Unlessprovided otherwise in writing, any appeal filed by the-desjon that is not the designated agent. The departmenthumse
ignatedagent relatingo the combined return shall be consideregh receive thébenefits or assume the obligations of unauthorized
filed by all members of the combined group, including @pe  acts,in which case the department is boondy if it takes dirma-

rationsthat were noincluded in the combined return but whichjye steps to expressly manifest its intent to receive the benefits or
the department asserts are members the combined group.  assumehe obligations of the acts.

7. Executing waiversclosing agreements, powers of attor (e Failure to act. If the designated agent is unable or unwill
ney,and other documents relating to the combined return. Unlgggto fulfill its obligationswith respect to the combined return, is
the department and taxpayer agree othervsevriting, any nresponsivepr has not been identified to the department, the
waiver, closing agreement, power of attorney otherdocument - 4epartmenmmay appoint a new designatadent, or it may deal
executed byhedesignated agent relating to the combined ret“EﬁrectIywith any member afhe combined group in respect to its

shall be considered executed by all members of the combingehyesf the combined return items in which case each member
group,including any corporations that were motluded in the gpoihave full authority to act for itself.

combinedreturn but which the department assarssmembers of (f) Joint and several liability Under s. 71.255 (1) (n), Stats.,

the combined group. . e

8 Receivi . di h bi the membersof a combined group shall be jointly and severally

- Receiving assessment notices regarding the combingdl,e ¢or the combined tax, penalgnd interest attributable to the
return. Subjectto par (f), a notice received by the designately ninedunitary income, net of any loss carryforwards and-cred
agentis considered received by all members of the _comblnﬁ applied. This paragraph does not apply to any tax, interest,
gg%lqjgi’rlggligltﬂgnaggt (\:,a:%%rat‘ﬂgnjeth:rttr\ggéiew:l;?ee?ngrfggrspenaltyattributable to separate entity items. Although the depart
; - p L ntmay send correspondence, notices, refunds, assessments, or

the combinedgroup. If a notice relates to separate entity items th erdocumentselating to any combined group memisesepa

areattributable to a combined groogember other than the desig S . ;
natedagentthe designated agent may submit a written requestr?c}eem'ty items to the designatedent, and the designated agent

d : ; hoose to pay any tax, interest, or penalty on behalf of a com
the department to reissuke notice or a portion of the amount oflay ¢ " ' i
the notice to the combined group member responsible for the s Ewedgroup memberthe tax,interest, or penalty attributable to

arateentity items. The designated agent shall submit the writt% paratesntity items is ultimately the responsibility of them-
requesn or before the due date shown on the notice. ined group member or members to which the separate entity

Note: Send written requests to reissue notices relating to sepatégeitems to: itemsare attributable.
WisconsinDepartment of Revenue, Mail Stop 5-251./Box 8906, Madison, WI (g) Confidentiality povisions. The designated agent is an
53708-8906. . . agentunder s. 71.78 (4) (e), StafSherefore, the department may
9. Receiving any refunds relating to the combined return. proyide information relating toany member of the combined
(b) Exclusivity. Except as provided in this paragraph, ne pegroupto the designated agent, including information relating to
sonother than the designated agent shall have authority foractthe membets separate entity items.
or represent itself or the combined group regarding the dutiesiote: This section interprets s. 71.255 (7), Stats.
listedin par (a). A combined group membeanr a corporation History: EmR1001: emey. cr. ef. 1-15-10; CR 09-064: cRegister April 2010
which the taxpayer asserts is a combined group mennmey 'NO: 652, ef. 5-1-10.

: ; : Cross Refeences:See s. @x 2.60 for definitions that relate to this section. See
assumeany of the duties listed in pgg) under anyf the follow s.Tax 2.66 for more information on combined estimated tax requirements. @&es. T

ing conditions: 2.67for more information on combined returns.
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Tax 2.66 Combined estimated tax payments. (d) Annualizedincome installment method-or purposes of
(1) Score In general, s. 71.255 (7) (b) Stats., provides that the annualized income installment methwdvided in s. 71.29 (9)
only the designated agent oftambined group may make esti (c) and (10) (c), Statsthe previous ye& apportionment percent
matedtax payments applicable to a combined return. This sectiagefor a combined group equals thiem of the combined group
providesexceptions to the general rule, explains the estimated taembers’ modified sales factoumeratoras determined under
requirementsand providesules for applying estimated paymentss. Tax 2.61 (7) (a) for the combined grosipreceding taxable
andoverpayments. year, divided by the combined groug’modified sales factor

(2) SEPARATE ESTIMATED PAYMENTS. (@) When separate esti denominatoms determined under saX2.61 (7) (b) for the com
matedpayments ar allowed. Although the designated agent isdinedgroups preceding taxable year
alwaysauthorized to make estimated payments on behalf of any(e) Change in membershigzor purposes of applying p&a)
andall of its combined group members, a combined group-meand except as provided in paff), the combined groug’“tax
berother than the designatagent may make estimated paymentshownon the return” for the current taxable year or the preceding
onits own behalf if any of the following apply: taxableyear is the tax shown on the combined return for the-appli

1. For thefirst taxable year for which a combined group file§ableyear without regard to corporations that have joinetetir

acombined return, any member of the grongyy make estimated the group.
paymenton its own behalf. Example: Group JK files a combined return for the calendar year 2009. During

. . . . 2010,Member J acquires L and L becomes a member of the combined group. If the
2. For the first taxable year for which a corporation is a mergroupqualifies to determine its estimated tax obligations for 2010 based orits pre

ber of a combined group, that corporatioray make estimated ctﬁdingye:gs taleligt%itl)igyg its p[)qeceging yes (tjax liability lor:jlyincludesrtrgﬁ_ ta;(
i shownon Group combined return; it does not include any tax liability from
paymentson its own behalf. L's 2009 separate return.

3. Any combined group member may make estimated pay (f) First combined eturn year The following rules applyo
mentsonits own behalf to the extent those payments relate o sge computation of required estimated paymentsHerfirst year
arateentity rtems. . . thata combined group files a combined return:

(b) Reporting of separate estimatpdyments.If a combined 1. If the totalof the combined grougWsconsin net income
group member other than the designated agent makes sepaggiyrted on the combined returfs less than $250,000, the
estimatedpayments and appli¢sose payments to the combinegequiredestimated payments may be based on the sum of the
return, the designated agent shall notify the department of thagRmberstax shown on their Wconsin returns for the preceding
paymentson a department—prescribed form filed with twm  yearas provided by s. 71.29 (9) (a) 2., Stdst,only if all com
binedreturn. This notification authorizes the department to ap fned group members filed a Mtonsin return which covered a
ths sepTa:]rafte estlmz_abteddf pay_m_entﬁ tg the com?med return. 4 full 12months in the preceding taxable ye#ira member was
mentsto be applied to 1he compimec tetiin 1s Pert IV of Form 4t %‘Eﬁ%ﬁ'&%‘%r&gﬁc'ude.d'“ the combined return of another combined group in the
Member-LeveData. recedingaxable yeaiits tax shown on theeturn for that year is

(3) DETERMINATION OF REQUIRED ESTIMATED PAYMENTS. (a) the tax attrib'utable to the sum Of |tS Shal’e Of Combined Unitary
General. If a combined return is filed, the amount of aajgition incomeand income from separate entity items reported on that
to tax under s. 71.82), Stats., shall be computed as if the eonf€turn.
binedgroup were one corporation. &7 shown on the return” and 2. If one or more combined group members did not files W
“tax for the taxable year” as defined in s. 71.29 (1) (b), Stats., haansinreturn which covered 12 months in the preceding taxable
the same meaning with respect to a combined retuta asepa year,the combinedyroup shall base its required estimated-pay
ratereturn. mentson 90 percendf the tax shown on the combined return as

(b) Computation of tresholds. Since,as provided in pata), Providedunders. 71.29 (9) (a) 1. or (10) (b), Stats., as applicable.
“tax shown on the return” has the same meaning with respect to 3. The previous ye& apportionment percentage four
acombined return as to a separate return, the amounts ofthepoises of the annualized income installment method equals the
lowing thresholds are theame regardless of the number of eonrsumof the current combined group members’ apportionifzent
binedgroup members included in the combined return: tor numerators from their returns for theeceding taxable year

1. Section 71.29 (7), Stats., which provides that no interest gtyided by the sum of the apportionment factor denominators

underpaymenis required if the tax shown on the return for the ta{rm their returns for the preceding taxable yd&a member was
ableyear is less than $500. included in the combined retuafianother combined group in the

: : . recedingaxable yearits apportionment percentage for this-pur
tioniltr%?ﬁg)vn! ,,7%'(:23”(S?r)]hgz?;%(‘)nvzgg:gf%%\g?ﬁzghgsfgrocggpaoggose is its modified sales factor numerator for that taxable year as
; et terminedunder s. @x 2.61 (7) (a), divided by its separate eom
whosepreceding taxable year wasl2—month taxable yeassti € . .
matedgaymentsg may be %ased on the lesser of 90 g:rcent of ydenominator for that taxable year as determined undaxs. T

shownon the return for the current taxable year or the tax sho (7) (0. . .
onthe return for the preceding year 4. For purposes of subds. 1. to 3., if a combined group member

hasa taxableyear diferent than the combined grosgaxable

(c) Effect of separate entity item$he amount of net income k -
and tax shown on a combined return includes net income and¥§gé’rm)e/emnggn dbf)Zch))rreeC?r%rns% Ei:)?glfetk{gagolrsn g?nt:g%brf%?:; most

attributableto separate entity items. the combined return ;ble ear

includesseparate entity items afcorporation that would other Y’

wise be a combined group membexcept that it has no items that _(4) RULES FORAPPLYING ESTIMATED PAYMENTS AND OVERPAY-

aresubject to combination under the wasezdge rules of sak ~ MENTS. (a) Separate eturns filed in year following combined

2.61(4), the corporation is considered a combined group memt?)%wm year If a combined group terminates and the former mem

for purposes of determining required estimated payments. ersg)_ro%zrly file Zeparate returng '? thﬁ subsqutl)Jent, %"’W f
Example: Combined Group AB consists of Member A and Member B. Group Agom. Inedestimate pay”?e”.t$ .ma e for that yseall be credite

filed a combined return for calendar year 2010. The 2010 return ind80e800 @gainstthe separate tax liabilities of the former members of the

of net tax attributable to MembetsAtems and $20,000 attributable to Membey B' combinedgroup in the manner allocated by the designaggaht.

items,including $5,000 attributable to 85eparate entity items. The 2010 combine: ; ; ;
returnalso includes $10,000 of net tax from the separate entity items of Corporaggp.e designated agent shall notify the depart_ment of the manner in
C, which would be a combined group member except that nondtefits are subject  Which the payments are to be allocated. d@bsignated agent may

to tqomfi&ation undt?ir tggggefs ﬁige rulgS- tll]; Group AB is n?&l}geible to Rgze itsmakethis notification in correspondence to the departroatgss
estimatedtaxes on its net tax under the provisions a roup ; i p :
required estimated tax payments for purposesitef2010 combined return are the_ department presc_rlbes a specific form fois pu_rpose, in
$54,000(= ($30,000 + $20,000 + $10,000) x 90%). which case the prescribed form shall be used. In either case, the
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notification shall be submitted to the department separéitety  the corporation may apply theeparate estimated payments to the
any return. combined return unless the corporatipecifiedotherwise on its
(b) Combined estimategayments but no combinesturn. If amendedeturn or has otherwise received a refund of the separate
combinedestimated payments amade for a taxable year but noestimatecpayments. The designated agent shall report the sepa
combined return is filed for that year or for the previous ytear rate estimated payments so applied in the manner described in
estimatedpayment shalbnly be credited to the corporation thagub-(2) (b).
madethe payment. 3. If the corporation discovers the error after the designated
(C) Overpaymentsl_ If a combined group membd&as a credit agentha_s flledthe C_Ombined return fOI’ the taxable ydlll't the
for an overpayment of taxes fraarprior taxable year when it wasCorporationhas nofiled a separate return or otherwise received
nota combined groumemberthe member mayhrough its des arefund of the separate estimated payments, the designated agent
ignatedagent, authorize the department to apply some or all of #fallfile an amended combineelturn and apply the corporatien’
credit against the total tax liability reported on the combinegeparatestimated payments to the amount due on the amended
return. To carry out this authorization, the designated agent shg@mbinedreturn. The designated agent shall report the separate
file a department—prescribed form with the combined return g$timatecpayments so applied in the manner described in sub. (2)
notify the department of the amount to be applied. AIternative()b)-
the member may file a claim for refund of the overpaymant, 4. If the corporation discovers the erafter the designated
which case the overpayment shall be refunded to that membeagenthas filed the combined return for the taxable year and after
Note: The form prescribed for notifying the department of a mefatpgior year  the corporation has already filedsaparate return for the period
overpaymentso be applied to the combined return is Part IV of Form 4M, Combingghat should have bedncluded in the combined return, the corpo
GroupMember-Level Data. . . i .
i . ration shall file an amended separate return and the combined
2. If a corporation leaves a combined group that has aR oV, nshall file anamended combined return. The provisions of
paymentof taxes carried over from a pricombined return year g4 > applywith respect to the amended separate return. The
the designated agent may aIIoca}te a portion of that overpaymep porationmay apply the separate estimated paymentaeo
:jo the formefr rr]nember The ges%nateddageﬂt sfhall notify tEeamendeol:ombined return unless tiserporation specified other
Tﬁpadrtm_enb tde amount to el? O%"?‘te t%.t € Tormer meémb&fise on its amended return or has otherwise received a refund of
e designated agent may make this notification in correspofle genarate estimated payments. The designated agent shall

denceto the department unless the department prescribes a ; P
cific form for this purposen which case the prescribed form shal %Bs%rrti&%siﬁ%irg t?;;'%?_ted payments so applied in the manner

beused. In either case, the notification shall be submitted to t Rlote: If an allocation described in sub. (4) (a), (c) 2., or (d) is necessary and the
department separately from any return. departmenhas not prescribed a form to use to natify department of the allocation,

(d) Erroneous combined estimated paymeifia designated SEndcerssondence notfyng e deparinentof e localin o, Cooraton o
agent makes estimated payments on the erroneous premise tg@fo'g_ggog_
corporationis an eligible member of the combined group, and dis Note: SectionTax 2.66 interprets ss. 71.255 (7), 71.29, and 71.84 (2), Stats.
coversthe error prior to the time the combined greumgl the cor History: EmR1001: emey. cr. eff. 1-15-10; CR 09-064: cRegister April 2010
porationfile their respective returns, the designated agent mag- 652, ef. 5-1-10. o ) .
allocatesome or all of the combined estimated payments to thé&ross Refeences:See s. a@x 2.60 for definitions that relate to this section. See

- . y S. Jax 2.65 for more information on the duties of the designated agent. 8826

corporation. The designated agent shall notify the department @f more information on combined returns.
theamount to be allocated. Thesignated agent may make this
notification in correspondence to the department unless the gy 2 67 Combined returns. (1) Scope This section
departmenprescribes a specific form for this purpose, in whicfqyidesrules relating to the filing of combined returns by cerpo
casethe prescribed form shall be used.either case, the notifi€a ationsrequired tause combined reporting under s. 71.255, Stats.
tion shall be submitted to the department separately from apjfis section explainsthe filing requirements for combined
return. The combined group and the corporation shall each copyrns; provides rules relating to defining the taxable year
putetheir addition to tax under s. 71.84 (2), Stats,, as if the eficjydedin acombined return, and describes how interest, penal
matedpayments allocated to the corporation had actually beﬁé‘s,and statutes of limitations apply to combined returns.

paid by it rather than by the combined group.
: ) (2) FILING REQUIREMENTSFOR COMBINED RETURNS (@) Gen-

(€) Erroneousseparate estimated paymenta corporation gra| "The designated agentatombined group shall file a com
makesseparate estimated payments onetiteneous premise that ined return on behalf of the group. For each combined group
it is not a combined group membpgte following rules apply:  memberincluded in the combined return, the combined return sat

1. If the corporation discovers the error prior to the time thigfiesthe membes requirement for filing returns under ss. 71.24
designatechgent filesthe combined return for the taxable year1) or (1m) or 71.44 (1) or (1m), Stats., as applicable. The com
andthe corporation has not filed a separate return for the perigiled return shall be filed by the date provided in ss. 71.24 (1),
thatshould have been included in that combined return or-oth¢rm), and (7) or 71.44 (1), (1m), and (3), Stats., as applicable.
wise received a refund of the separate estimated payméets, () Electionic filing. All combined returns shall be filed elec
corporationmay apply the separate estimated payment8€o yygnjcally. The secretary of revenue may waive the requirement to
combinedreturn. The designated agent shall report the separgi€ 3 combined return electronically whéme secretary deter
estimatedpayments in the manner described in sub. (2) (b). minesthat the requirement causes an undue hardship, if the person

2. If the corporation discovers the error prior to the time thequeststhe waiver in writing and clearly indicates why the
designatechgent files the combined return for the taxable,y®dr requirementauses an undue hardship. In determinvhgther
the corporation has already filedsaparate return for the periodthe electronic filing requirementauses an undue hardship, the
thatshould have beeincluded in the combined return, the corposecretaryof revenue may consider the following factors:
ration shall file an amended separate return showing no net j ynysuatircumstances that may prevent the person from
income,overpayment, or underpayment, and stating thatdhe filing electronically
porationwill join in the filing of a combined return and identifying
the designated agent of the combined group. Unless the corpgy
tion specifies otherwise othe amended return, the department 5, - any otherfactor that the secretary determines is pertinent.
will not refund the erroneously paid amouri&hen the desig  note: wiitten requests should be e-mailed to D@&verRequest@reve-
natedagent files the combined return including that corporatiofye.wi.gov faxed to (608) 267-1030, or addressed to MandaiedVRequest, W-

gxample: Thepersordoes not havaccess to a computer that is connected to the
rnet.
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ggggig_%%rgtmem of Revenue, Mail Stop 5-770PBox 8949, Madison, Wl designatedagent may include that corporatisrseparatentity

Note: F fled electronicall be delivered | tolfepartment itemsin the combined return, Wwhich case the combined return

ote: Formsnotiiied electronically may be delivered In person to artmen H H £ H

of Revenue at 2135 Rimrock Roadadison, Wsconsin or mailed to the address shallinclude the items S_peCIer_d .m. sub. (2) (C) 3., 5, and 6. and

specifiedon the form or in the instructions. subd.3. for that corporation as if it is a combined group member
(c) Components afombined eturn. A combined return shall Alternatively, the corporation may file a separateis@énsin

includethe following items, and shall be consideiecomplete "éturnto report those items.

if any of these items are excluded: 2. The joint and several liability provisions of @xT2.65 (3)
1. One Wisconsin Form 4, Income or FranchisexReturn, (f) donot apply to any tax, interest, or penalty attributable to-sepa
for the combined group as a whole. rate entity items. Althoughthe department may send cerre

spondencepotices, refunds, assessments, or otwsuments
relatingto any combined group memt®separate entity items to
le. The purpose of Form 4R is to reconcile federal taxabeme ~(he designated agemdtrlle dgsngnl?tefd age”tbmaﬁ choose to pay
perthe federal consolidated return and separate returns, as agjly & Interest, or penaltyn behalf of a combined group mem
cable,with the amount on Form 4, line 1. Form 4R shall be censie™; e tax, interestr penalty attributable to separate entity items
eredcomplete only if the designated agent submits a supportiﬁ%'t'mately the responsibility of the combingtbup member or
schedulewhich identifies each corporation to which eaebon mbergo which the separate entity items are attributable.
ciling amount is attributable, and a schedule which identifies each 3. The separate entity net income or loss and apportionment
corporationin the commonly controlled group which it factorsincluded in thecombined return shall be reported orsW
includedin either the federalonsolidated return or the combinedconsinForm 4N, Nonapportionable and Separately Apportioned
return. Income. The designated agent shall complete and submit Form

3. One Wsconsin Form 4M, Combined Group Member-4N with thecombined return for each applicable corporation and
Level Data, for each member of the combined group. The purp&&ry forward the total Form 4N amounts to the appropriate line
of Form 4M is to identify the members of the combined grou@ Form 4. For purposes of the requirement of s. 71.255 (2) (d),
provideinformation regarding the membeitems included in the Stats.separate entity items reported on Form 4N shall be consid
combinedreturn, and accouror payments to be applied to the€redfiled on a separate return. Howevier purposes of deter
combinedreturn. mining a combined group membsrnet income, taxinterest,

4. If the combined group is using apportionment, oiEcdh- underpaymeninterest, recycling surchge, and the statutef

sin Form 4A, Apportionment Data for Combin&toups, and the I|m|tat|on§, the separate entity amounts shall duded to its
apportionmenfactor computation for each member of the eonfiMmountsjtany, computgd in the unitary combination. )
binedgroup as performed on Form 4A-1, Apportionment Data for 4. If & corporation is a membef more than one combined
SingleFactor Formulas, or Form 4A-2, Apportionment Data fdgroupat the same time, the corporation siadlude its separate
Multiple Factor Formulas, as applicable. entity items, if anyin the combined return of only one group.

5. Any other required supporting forms and schedules listed (€) Amendedeturns. If a corporation erroneously fails to join
in s. Tax 2.03, as applicable. Unless stated otherwise in tiethe filing of a combined return, the designated agent shall file
instructions,supporting forms and schedules shall be preparéfiamended combined return adding toeporation and, if a sep
separatelyfor each combined group member arate return was filed by the corporation, the corporatiatfile

6. A copy of the complete federal return for each combin&f @mended separate return showing no net income, overpayment,
group member including all supporting schedules and any?r_ underpayment, and stating that the corporation has joined in the
amendedreturns, for the membir taxable year included in theTiling of & combined return and identifying the designated agent
combinedreturn. For combined group members that also file igf the combinedgroup in which the corporation has been
a federal consolidated return, any of the following alternativd@cluded.
shallbe considered to satisfy this requirement: (3) TAXABLE YEAR OF COMBINED RETURN. The taxable year

a. A copy of the federal consolidated return, including alt supncludedin a combined return is the combined grsugaixable
porting forms, schedules, and statements for each corporatiiras determined in's. 71.255 (8), Stats. For purposes of deter

includedin the consolidated return, as submitted to the intern&iNing the taxable year and the items includable incthrabined
revenueservice. group’staxable yearthe following rules apply:

b. Pro forma federal returns prepared separately for each(@) Combined goup’s taxableyear If two or more members
combinedgroup memberincluding all supporting formsnd of the combined group file in a federal consolidated return, the
scheduleprepared separately for each combined group membg@mbinedgroups taxable year is the taxable year of that federal

c. A spreadsheet showing the line—by-line computatibn consolidatedeturn. If no federal consolidated return applies or

taxableincome of each combined group member included in tifaereis more than one federal consolidated return, the combined
federalconsolidated return, including consolidating adjustment?mu'oStaxable year is the taxable yearté designated agent.
plusthe supporting forms, schedules, and statements filedhith 1| 2Ny case, s.ak 2.65 (2) (@) requires that the designated agent
internal revenue service pertaining to each membEne sup texableyear shall be the same as t@mbined grouys’ taxable
porting statements shall include balance sheets tie beginning Y€&'-

andend of the tax yeaa reconciliation of income per bookith (b) Methods for members with differing taxable yealf the
incomeper return, and reconciliation of retained earnings, to théaxableyear of a combined group membefefi§ from the taxable
extentthe membewas required to submit these items to the inteyear of the combined groughe designated agent shall include

2. One Wsconsin Form 4R, FederaaXable Income Recen
ciliation for Combined Groups, for the combined gragm whe

nal revenue service. thatmembets net income or loss and apportionment factors in the
7. For combined groups that also filesiriederal consolidated cOmbinedreturn by using one of the following methods:
return,a copy of federal Form 851, fiifations Schedule. 1. Preparing a separate income statement from the mismber

(d) Separate entity itemsl. Subject to the provisions of axT books’and records for the months included the combined
2.65(3) (b), if any combined group member has separate enl{Pup staxable year and using that incostatement to determine
items, the designated agent shall incluthese separate entity theamounts includable in the combined return.
itemsin the combined return. If a corporation that wooilder 2. Using the net income or loss for the merbaxable year
wise be a combined group member hadtemsthat are subject thatends during the combined grosaxable year to determine
to combination under the watsredge rules of sak 2.61 (4), the theamounts includable in the combined return.
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(c) Election of methodlf the designated agent converts a€om 1. A corporation which erroneously fails to join in the filing
binedgroup membeés taxable year to theombined groug'tax  of a combined returrut which timely files a separateisfonsin
ableyear as described in pgb) 1. or 2., it shall use the samereturnor joins in the timely filing of a combineeturn for another
methodfor each combined group member subject to the electi@mmbined group, mayotbe subject to a penalty for failure to file.
Oncethe designated agent filese first combined return includ In determining whether the returntisiely filed, the taxable year
ing a member whose taxable year is properly converted, the desifithe erroneously filed return shall be used, rather than the taxable
nated agent may not file an amended retoighange the election, year of the combined group with which the corporation should
exceptthat if the original return was not filethder extension, the havefiled.
designatedgent may file an amended return to change the elec 5 A corporation which erroneously fails to join in the filing
tion on or before the end of the automatic seven—month extensigr, compined return and which fails, without reasonable cause,
periodprovided in ss. 71.24 (7) or 71.44 (SJats., as applicable. , timely file a separate Wstonsin return or join in the timely i
The designated agent shall use the same method inseS® i of 5 combined return for another combirgroup, shali be
quenttaxable year unless it obtains written approval from the,piectio the penalty computed based on its share of tax required

del\le)ztgtrsr;];r;tveri:tj;ergsigit:c?rra;r;g[\g?g.change the election to: Audit BuretO be reported on the combined return for its proper combined
WisconsinDepartment of Revenue,Q? Box 8906, Madison, WI 53708-8906. %Up' including its tax attributable to separate eniigms.

(d) Part-year memberslf, during a combined grouptaxable EXCeptas provided in sub. (2) (d) 2he members of the combined
year,a corporation ceases to be a member of the comgioegy  9roupshall be jointly and severally liable ftre penalty because
or a new corporation becomes a memiee designated agentUnders. 71.255 (1) (), Stats., joint and several liability may apply
shallinclude that corporatiositems attributable to the portion oft© Penalties and is the duty of the designated agent to include the
the taxable year that the corporation was a member in the cofRfPorationin the combinedeturn. The department may send a
bined return covering the combined grauphtire taxable year noticeof assessment pf the penaltiythe deS|g_nated agent instead
For the portion of the taxable year when ttmporation was not of the corporation which waerroneously omitted from the cem
amember of the combined group, the corporation shall file a sepiedreturn.
rate return or file in the combined return of another combined (d) Statutes of limitations1. The designated agentfiling of
group,as applicable. a combined return shall be consideretiéa return filed by each

(4) INTEREST, PENALTIES, AND STATUTES OF LIMITATIONS. (@) CcOmbinedgroup member whose items are included in the-com

Interest. For purposes of computing interest on late payments Bjpedunitary income reported on that return.
or on behalf of combinegroup members, the following rules 2. If a combined return includes separate entity itemscof-a
apply: porationthat would otherwise be a combined group member but

1. Interest shall be assessed to the designated agent of a d8kthewater's edge rules of sak 2.61 (4), the designated agent’
binedgroup based upon the combined tax liability or deﬁcien({ylng of the comblne'd return shall be considered to be a return
shownon the combined return for the combined greupxable filed by that corporation.
year. However the jointand several liability provisions of saX 3. For purposes of the statute of limitations. 71.77 (7) (a),
2.65(3) (f) do not apply to any interest attributable to separagtats. allowing the department to make an assessment veithin
entity items. Ifa notice of an interest amount due is attributablgearsafterthe filing of a return, the statute of limitations shall be
to separate entity items of a combined group member other thigterminedor each combined group member separately based on
the designated agent, the designaagent may pay the amountits total net income reported on its return, which is its net income
dueor may submit a written requestthe department to reissueor loss from the unitary combination as included indbmbined
the notice or a portion of the amount assessed to the combinegirn, plus its net income or loss from separate entity items. The
groupmember responsible for the separate entity itéhh& des  six—yearstatute of limitations applies if@mbined group mem
ignatedagent shall submit the written request on or before the dir'stotal net income reported on its return is less than 75 percent
dateshown on the notice. of the net incom@roperly assessable and the tax attributable to

Note: _Send written requests to reissqe notices relating to semﬂiyai'gems to:  the additional income is in excess of $100. The designated agent
e Department of Revenue, Mail Stop 5-251 fBox 8906, Madison, W1 s al be responsible for any combined group mensa@turn that

P ; ; is open under the 6-year statute of limitations, subject to the provi
2. An extension filed by the designated agent shalbbeid onsof s. Tx 2.65 (3) (f), even if the designated agergturn,

eredan extension filed by all members of the combined group.". . \ k ,
However,the extension filed by the designated agent does rbtincluded in the combined retur, is not open under the six-year
pstatuteof limitations.

applyto afiliated corporations that are not combined group me
pply f P : . : : g P : Note: Section &x 2.67 interprets ss. 71.24 (1), (1m), and (7), 71.255 (1) (b), (7)
bers,even if those corporations will be included in the comblnqg) (8), and (9), 71.44 (1), (1m), and (3). 71.77 71.82. and 71.83, Stats.
returnunder the provisions of pgd) 2. History: EmR1001: emey. cr. eff. 1-15-10; CR 09-064: cRegister April 2010
3. Interest due to underpayment of estimated taxes shallN$e652, ef. 5-1-10.

; ; Cross Refeences:See s. @x 2.60 for definitions that relate to this section. See
CompUterased orthe estimated tax requirements and other prg.Tax 2.65 for more information on the duties of the designated agent. 8&6a

visionsdescribed in s.dx 2.66. for more information on combined estimated tax requirements.
4. If a corporation erroneously fails to join in the filing of the
combinedreturn, all payments, credits, anther amounts cel Tax 2.82 Nexus. (1) BACKGROUNDAND SCOPE. (a) Every

lectedfrom the corporation which are propeditributable to the domesticcorporation, one incorporategider Wsconsins laws,
combinedgroups taxable yeaand attributable to a period of timeexceptthose exempt under ss. 71.26 (1) and 71.45 (1), $tatk.,
that the corporation was a member of the combined group shalklyerylicensed foreign corporation, one not incorporated is- W
treatedas having been paid by the combined group. consin, is required to file a completeorporation franchise or
(b) Late filing fees.If a combined group fails to timely fi@ incometax return, form 4 or 5, regardless of whett¥enot busi
combinedreturn and the late filing fee under74..83 (3), Stats., nesswas transacted.
appliesthe amount of the late filing feshall be the amount pro  (b) A foreign corporation is “licensed” if it has obtaineGer
videdin s. 71.83 (3)Stats., regardless of the number of combinegticate of Authority from the department of financial institutions

groupmembers. to transact business in this state pursuant to s. 180.1501, Stats. A
(c) Failure to file. For purposes of the penalty provided in dicensedforeign corporation is presumed to be subject iscdh-
71.83 (1) (a) 1., Stats., the following rules apply: sin franchise or income taxes.

RegisteNovember 201 No. 671


http://docs.legis.wisconsin.gov/code/admin_code

File inserted into Admin. Code 12-1-20May not be current beginning 1 month after insert date. For current adm. code see:
http://docs.legis.wisconsin.gov/code/admin_code
Tax 2.82 WISCONSINADMINISTRATIVE CODE 46-16

(c) An unlicensed foreign corporation is subjeciMisconsin  activity mustbe limitedto solicitation. If there is any activity
franchiseor income taxes if it has nexus withdtbnsin. The pur which exceeds solicitation, the immunity from taxation under
poseof this rule is to provide guidelines for determining whalublicLaw 86—272 is lost.
constitutesnexus, that is, whatusiness activities are needed for 2 Thjs law enacted by congress in 1959, does not extend to:

%Z%ﬁgtgngrpﬁﬁe“?ﬂlet%&i Sllz;?rﬁcr:ot\/c\)/lgbnebxrlljss”; friligghtl(??\rfor a. Those businesses which sell services, real estate or intangi
’ p PP Mesin more than one state;

eigncorporation in the context of s. 71.255, Stats., relating te col

binedreporting, and s. 77.93, Statlating to the recycling sur b. Domestic corporations; or
charge. ~c. Foreignnation corporations, that is, those not incorporated
(2) DerINITIONS. In this section: in the United States.

(a) “Business location” includes a repair shop, parts depart 3: If the following activities are the only activities iniston-
ment,purchasing dice, employmenbffice, warehouse, meeting Sin Of a foreign corporation selling tangible personal propterey
place for directors, sales fie, permanent sample or displaycorporationis not subject to W¥consin franchise or income taxes
room, researcHacility or a recreational facility for use of empioy underPL. 86-272:
eesor customers. Aesidence of an employee or representative is a. Usual or frequent activity in 18consin by employees or
not ordinarily considered a business location of the employepresentativesoliciting orders for tangible personal property
unlessthe facts indicate otherwise. Facts that nmaljcate a resi  which orders are sent outside tisisite for approval or rejection.

denceof an employee or representative is a business location p. Solicitation activity by non—employee independent-con
include the following: a portion othe residence is used exclu tractors,conducted through theawn ofice or business location
sively for the business of the employéine employee is reim jn Wisconsin.

bursedor paid a flat feéor the use of this space by the employer; 4y \y,xr consTiTuTESNEXUS. If a foreign corporation under
the employees phonenumber is listed in the yellow pages or ONakesone or more of the following activities, i#t considered to

the Internetunder the name of the employer; the employee usgs anexis and shall be subject tasgbnsinfranchise or income
supplies.equipment or samples furnished by the employer; or thes ..

spaceis used by the employee to interview prospective employ ’ . o . )
ees,hold sales meetings, or discuss business with customers. (a) General. Any of the following activities constitute nexus:

(b) “Loans” include any extension afedit resulting from 1. Maintenance of any business location insdtnsin,
directnegotiations between the taxpayer aneitstomeror the includingany qud of ofice. N _
purchase,in whole or in part, of an extension of credit from 2. Ownership of real estate inisbonsin.
another. “Loans” include participations, syndications, and leases 3, Ownershipof a stock of goods in a public warehouse or on
treatedas loans for federal income tax purposes. “Loansiao consignmentn Wisconsin.
include properties treated as loans urstmtion 595 of the Inter 4. Ownership of a stock of goods in the hands of a distributor
nal Revenue Code prior to its repeal bl.FL04-188; futures or , yher non-employee representative isatinsin, if used to fil
forward contracts; options; notional principal contracts such dersfor the owne's account

swaps;credit card receivables, including purchased credit card L .
bs, ; 9P 5. Usual or frequent activity in 1&tonsin by employees or

relationshipsnon-interest bearing balances due from depositor X ek ; )
institutions; cash items in the process of collection; federal fun(éoresentanvesoh(:ltlng orders with authority to accept them.

sold; securities purchased under agreementsdgell; assets held 6. Usual or frequent activity in idtonsin by employees or
in a trading account; securities; or interasta real estate mert representatlvgsnga}ged IR purchasmg activity or in the perfor
gage investment conduit or other mortgage—backedagset— manceof services (including construction, installation, assembly
backedsecurity repairof equipment).

(c) “Representative” includes an employee, indepenciamt 7. Other usual and frequent activitiesdayployees or repre
tractor,or any other person entity engaged in substantial activi sentativesn Wisconsin such as credit investigations, collection of
tiesthat helped the taxpayer to establish or maintain a markegglinquentaccounts, conducting training classes or seminars for
this state. customerpersonnel in the operation, or repair and maintenance of

Note: UnderTyler Pipe Industries, Inc. Washington State Dept. of Reverwi@3  the taxpayetls products.

US. 232 (1987), the U.S. Supreme Court held that it made fevatite whether the ; ; [ :
taxpayers representatives were classified as independent contraceployees. 8. Operation of mobile stores ini¥¢onsin, such as trucks

Also seeScripto, Inc. vCarson 362 U.S. 207 (1960). with driver—salespersons, regardless of frequency
(3) FEDERAL LIMITATIONS ON TAXATION OF FOREIGN CORPORA 9. Leasing of tangible property and licensing of intangible
TIONS. (a) Federal constitutional mvisions. 1. Article |, Section rightsfor use in Visconsin.

8 of the U.S. Constitution grant®ngress the power to regulate 10 The sale of other than tangible personal property such as
commercewith foreign nations and among the several stategg|estate, services and intangibles irsdgnsin.

Statesare prohibited from levying a tax which imposes a burden .

oninterstate or foreign commerce. Howewhis does not mean 11. The E)erf? rr_na’gge of consruction contracts and personal
statesmay not impose any tax on interstate commerce. A state tax v/ces contracts In fatonsin. o )
on net income from interstate commerce which is fairly attributa  12. Engaging in substantial activities that help to establish
ble to the state is constitutionalNgrthwestern States Portland @ndmaintain a market in consin.

CementCo. v Minnesota; Wiams v Stockhamalves & Fittings, (b) “Doing business in this state” Additionally, if a corpora

Inc., 358 U.S. 450, 79 S. Ct. 357.) tion has any of the activities that are specifically included in the

2. Section | of thel4th Amendment protects taxpayers withifgtatutorydefinition of “doing business in this state” (s. 71(29),

any class against discrimination and guarantees a remedy aganiats.). the corporation has nexus except where prohibited.by P
illegal taxation. 86-272. Therefore, the following activities constitute nexus in

(b) Federal Public Law 86-2721. Under Public Law 86-272, Visconsinto the extent sub. (3) (b) 3. does not apply:
a state may not impose its franchiseirarome tax on a business 1. Issuing credit cards, debit cards,t@vel and entertain
sellingtangible personal propertf the onlyactivity of that busi mentcards to customers inig¢onsin.
nessis the solicitation of orders by its salesperson or representa 2. Regularlyselling products or services of any kind or nature
tive which orders are sent outside the state for approvajex to customers in \lgconsin that receive the product or service in
tion, and are filled by delivery from a point outside the st Wisconsin.
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3. Regularly soliciting business from potential customers ly the wate's edge rules of combined reporting, and how these \satdge rules
Wisconsin may affect taxation of a corporationincome from a unitary business.

4. Regularly performing services outsideiseonsin for (6) NEXUS FOR RECYCLING SURCHARGE. If a corporation has
which the benefits are received in&bonsin. nexusunder this section, the corporation is considered to be doing
o - ) . business in this state for purposes of s. 77.93, Stats., relating to the
5. Regularly engaging in transactions with customersis W recyclingsurchage. Therefore, if a corporation, other than a cor
consinthat involve intangible property and result in recefiots-  poration exempt from taxation, has nexus and has at least

ing to the corporation from within W&tonsin. $4,000,0000f gross receipts from all activities for the taxable
6. Holding loans secured lvgal or tangible personal propertyyear,the corporation is subject to the recycling surgharThe
locatedin Wisconsin. recyclingsurchage applies to each memberao€ombined group

7. Owning, directly or indirectlya generabr limited partner ~ Separately. o . ‘
ship interest ina partnership that does business isdahsin, Note: See s Tax 2.32 for a cescription of what constitutes gross receips for pur-

. osesof applying the $4,000,00 threshold.
regardles®f the percentage of ownership. P appying A - ) .
X i - : L R Examples: 1) Corporation A is incorporated outsidés@bnsin and is notmem
8. Owning, directly or indirectlyan interest ira limited liabit  berof a combined group. Corporation A is licensed to do businessioléin, but
ity company thatloes business in tonsin regardless of the all of itsactivities in Wsconsin are protected byl P86-272. Therefore, Corporation
; Ad

. . . T . oes not have nexus. Corporation A is not subject to the recyclin char
percentageof ownership, ifthe limited liability company iS becsusst docs not have nexus imddonsin. ol yeing se

treatedas a partnership for federal income tax purposes. 2) Assume the same facts as Example 1, except that Corporation A is in Combined

(c) Nexus for enti taxable year If a corporation hasexus GroupABCD, which consists of Corporations A, B, @&d D. Corporation D has a
. . . L . warehousend several stores ini§¢onsin that are paof the combined group’com
in Wisconsin for any part of its taxable ye#ris considered t0 monunitary business. Since Corporation D has nexusisadhisin, all corporations

havenexus in Visconsin for its entire taxable yeaggardless of in the combined group have nexus iis¥énsin. Corporations A, B, and D have sales

/i Wisconsin customers but Corporation C does not. The gross rebégensin
whetherthe aCtIVItythat created the nexus took place throuQhof’ﬁcome,gross tax, and resulting recycling surgfeafor each corporation in the group

theyear areas follows:

Example: Corporati; W is a @lenda yea corporatio that operats five retail Corpora- Gross Wisconsin Recycling
storespne d which is in Wisconsin The gores nstitue a uitary business Cor- tion Receipts Income Gross Bx Surcharge
porationW is rot in a @mbinedgroup. In the yea 2010, Corporatian W gperated
onestore in Wisconsin On Augug 31, 2010, Corporation W ld the Wisconsin A $10,000,000 $100,000 $7,900 $237
storeto Corporation Y but continued to operat the cher stores autside Wisconsin. B $3,000,000 $400,000 $31,600 $0
BetweenSeptembe 1, 2010 and Decembe 31, 2010, Corporaticn W hed ro ectivi- c 50,000,000 0 0 25
tiestha would creae nexus in Wisconsin. Corporaticn W is ansiderel to have D $106 006 000 5 0%0 000 4?;1 000 :800
nexuws in Wisconsh for its entire taxabk year Therefore on its 2010 Wisconsin $ ' ! $6, ' | $ v | $9,

Form4, Corporatiol W must compue its goportionel share o Wisconsh income TheWisconsin income and gross tase computed using the method described in

basedbn its goportionabé incorre from dl of its dores for the entire year2010. In s, Tax 2.61. Since theecycling surchaye applies to each member of a combined
addition,the rumerato of the sales facta in its goportionmem computatio must  groupseparately:

includesales shipped to Wisconsh customes for the entire yea 2010. » Corporation A is subject to the recycling surgfeabecausis gross receipts
(d) How to obtain ruling. Paragraph (a) and the statutory -defiare at least $4,000,000.

i ; ; it : ¢ Corporation B is not subject to the recycling surgbdrecause its grossceipts
nitions summarized in par(b) as to what activities constitute, ;cohies $4,000,000,

nexusare nOt_a”_indUSiV?- A ruling may be _reque_s'[ed ?bOUt 8 Corporation C is subject to the minimum $25 recycling sugenecause its
particularforeign corporation as to whether it is subject tésW grossreceipts are at least $4,000,000 and it has no gross tax liability
consin franchise or income taxes by writing to thas@énsin « Corporation D is subject to the maximum $9,800 recycling suyetimcause its

. - - . grosstax of $474,000 multiplied by the recycling surgearate of 3% exceeds
Departmenbf Revenue, Audit &chnical Services SectionP 9 800. The amount irexcess of $9,800 is not imposed even though the other mem

Box 8906, Madison, WI 53708. bershave recycling surchge liability of less than $9,800.
Note: Section 71.233), Stats., provides specific activities that do not constitute Note: Section &x 2.82 interprets ss. 71.22 (1r), 71.23 (1) and (2), 71.255 (5), and
nexusin Wisconsin even if they exceed the protection.bf 86-272. 77.93,Stats.

History: Cr. RegisterJanuary1979, No. 277, &2-1-79; correction in (3) (b)
(5) NEXUSFORCOMBINED GROUPMEMBERS. (&) General. For , 100 i "C93's50 e Stimegister November 1993, No. 455:

acombined group, nexus is determined for the unitary busisessmro943:eme. . and recrefl. 12-31-09; CR 10-00%: and recrRegister June

a whole, as provided in s. 71.255 (5) (a), Stats. Therefore, i2@L0 No. 654, éf7-1-10.

memberof a combined group has nexus ins#dnsin and that

nexusis attributable to the combined grosipinitary business, all Tax 2.85 Penalty for failure to produce records

membersof the combined group have nexus ifs¥onsin. under s. 71.80 (9m), Stats. (1) GENERAL. A person who fails
Example: Assune the same facts & the example in sub. (4) (c). In addition, to produce records or documents, as provided usgler1.74 (2)

assumeCorporatian Y is a nembe of Combinad Group XYZ, which repors ma ~ and73.03 (9), Stats., that were requested by the department may

calendayear AlthoughGroup XYZ operatel rumerols sores autside Wisconsin - he subject to any of the followingenalties under s. 71.80 (9m),
for the entire year none o the membes d Group XYZ had any nexus—creating Stats.:

activitiesin Wisconsh until July 1, 2010, when Corporatia Y set up atemporary
office in Wisconsh in anticipation o the purchag d the sorefrom Corporatian W. (&) The disallowance of deductions, credits, exemptions or

However,Corporatio Z had sales shippedto Wisconsh customes during 2010. ; ; ;
SinceCorporatin Y establishe nexus in Wisconsi during the year Group XYZ incomeinclusion to which the requeSted records relate.

is considere to have rexus in Wiscons for its entire taxabk year Therefore, (b) In addition to any other penalties that the department may
GroupXYZ mugt file a ombined Wisconsh Form 4 for the year2010. On the om-  ; ; ; ;

binedreturn Group XY Z must include its gpportionablencone for the entire &ax- IMpose, aopenalty for each violation t.h.at IS equal to the g_reater of
ableyea (from dl stores in the combined unitary incometo be gportioned The ~ $5000r 25% of the amount of the additional tax on any adjustment

Wisconsinehare d the ombined wnitary income for Corporation Y and Corporation  madeby the departmenhat results from the persarfailure to
Zis hen determinel as cescribel ins 71.25% (5), Sats, and s Tax 2.61 (7). Assum-

ing dl of Group XYZ's Wisconsh sales ae atributable o Corporatiors Y and Z, producethe records.
Corporationsy and Z would be the anly corporatiors in the goup with Wisconsin (2) DEFINITIONS. In this section:

income. . . . .
. . (a) “Disallowance,”inclusion,” or “adjustment” means that
(b) Effect of contlled group election.For a combined group item is disallowed, included or adjusted through action taken

thathasmade the controlled group election provided in s. 71.2

(2m), Stats., the entire commonly controlled grauptsiness is of égigssprﬁretnmte(?rt :;?L?r?daig Tg;? gsc:oazsgsxsn;eg or refootioar
deemedo be a single unitarpusiness, and the commonly eon ) - pay .
trolled group becomes a combined group. Therefore, if a com (P) “Records” include both paper and electrofoemats.
binedgroup has made the controlled group election and at |e%1amplesmclud_e bills, receipts, invoices, contracts, letters,
onemember of theombined group has nexus irissbnsin, all MeMoS,accounting statements or schedules, general ledgers,
membersof the combined group have nexus iis@énsin. journalentries, and board of directsminutes. “Records” do not

Note: See s. ax 2.62 for further discussion of the concepaainitary business. include 'tems prOte_Cted by att_omey_d'em pr|V|Iege, if the-tax
Also see s. @ 2.61 (4) (h) for details of how a corporat®nexus may befaicted ~payerprovides a brief description or summary of the contents of
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each record, thdate each record was prepared, the person-or per 5. Any other facts and circumstances that the department
sonswho prepared each record, the person to whom each redoetlevespertinent.
wasdirected, or for whom each record waepared, the purpose  (b) Providing requested records after the time period required
in preparing each record, and how each element of the privilege providing the records has expired, as provided in sub. (3), shall
is met as to each record. resultin a reduction of the penalties provided in g1f).(a) and

(c) “Records requested wermt provided” means that all (b) if the department determines that these records support a
recordsrequested were not provideathe department within the reductionin the disallowance dnclusion previously made by the

time specified by the department. department.
(d) “Written request forecords” includes requests made by Examples:1) Since Corporation C does not provide the records requested by the
letter.e-mail, fax or any other written form. datespecified in a second written request for records to support interest expense

" . N . . deductedthe departmenssues a proposed audit report to Corporation C disallowing
(e) “Provided” means the records are providecelgctronic all the interest expense previously deducted, which represents the penalty provided
means or in paper format to the address specified by the depaf: 71.80 (9m) (a), Stats. Additional tax of $100,000 and the penalty as provided

P : e in's. 71.80 (9m) (b), Stats., of $25,000 results irptieposed audit report from disal
mentin its written request farecords. If the address specified b)((;wing this interest expense. Corporation C provides the records requested 26 days

the department is the persaribcation, the records are considerediterthe department issues the proposed audit report but befatetite of assess
providedon the dat¢he person notifies the department they arrqentis issued and explains, without any further detail, that they were tomlithsy

ilablef . hat | . otheraspects of their business to respond to the two written redoestgords by
availablefor review at that location. the dates specified. In this situation, the failure to provide¢erds requested is
(3) ProcepurEs. Thepenalties in this section may be imposegot reasonable or justified by factors beyond the pesscontrol. In addition, the

. . rdsprovided do not suppoat reduction of the interest expense disallowed in the
if the records requested were not pr0V|dEd and the department ﬁ@gosed audit report. Therefore, the interest expense adjustmentisdifa¢d so

vided the notifications in pars. (a) and (b) regardingrémrds  the proposedadditional tax of $100,000 and the original proposed penalty as pro

requested The number of days established by the department fésfedin s. 71.80 (9m) (b), Stats., of $25,000 remain.

the person to resporto the record requests should be reasona ) e o o D e o ihe reporiad rass reseipte by

basedon the facts of each situation. the date specified in a second written request for records, the department issues a
(2) A first written requesfor records where the departmentoes o eeesnd B e e o, 71,80 (01 (R, Stats

allowedthe person a minimum of 30 days from the date of requéx%ijitional tax of $60,000, a negligence penalty of $15,000 and the penalty-as pro

for the records to be provided. videdin s. 71.80 (9m) (b), Stats., of $15,000 results in the assessmeidtoding

. . : ; these estimated receiptslr. Smith appeals the assessment, provides the records that
(b) After the time period to respond the first written request wererequested during the audit, and explains that lgefoo providethe records that

hasexpired as provided in pa(@), a secongritten request for were previously requested.in this situation, the failure to provide the records
recordswhere thedepartment allowed the person a minimum gfqguesteds not reasonable or justified by factors beyond the persontrol. How

. r, the records provided show that unreported receigi® only 20% of the
30 days from the date of request for the records to be prOV'déﬁountpreviously included by theepartment as estimated unreported receipts.

This second written request for records siradlude a statement Thereforethe unreported receipts adjustmisnhodified to reduce the additional tax

expla”'“ngthat |f the requested records are pmVlded by the fro(rjn F?G0,000 t(l) $12,(?O(Dhe negli%er&ce penalty is reducet;:i from $15,000dto $:3,(f)00
A : . t igi t ided in's. 71.80 (9 Stats., i

datespecified, the penalties provided by s. 71.80 (9m), Sta#s., 315 000t 83000, - o eee!n S (9m) (o), Stats., is reduced from

beimposed. 3) Assume the same facts as Example 2, except tha@irvth explains that he did
Examples: 1) The department issues a first written request for records to GorpoR@t previously provide the requested records because his accountant had possession

tion A on September 1, 2009, allowing Corporation A until Octob@089, to pre ~ of them and was in the hospital when the records were requested duringlihe

vide the records requested. Corporation A does not provide the requested recordfs tais situation the failure to provide the records requested is reasonplsified

the department by October 6, 2009. The departrissnes a second written requestby factors beyond the persercontrol. Therefore, the unreported recegplsistment

for records to Corporation A on October 21, 2009, allowing Corporation A uni# modified toreduce the additional tax from $60,000 to $12,000, the negligence pen

November30, 2009, to provide the records requested. Included in this second writ@fy is reduced from $15,000 to $3,000 and the original penalty as prawisletl.80

requesfor records is a notification regarditige penalties provided by s. 71.80 (9m),(9m) (b), Stats., of $15,000 is waived. )

Stats. Corporation A does not provide the requesésrds by November 30, 2009.  History: EmR0929: emey. cr ef. 10-19-09; CR 09-087:.dRegister June 2010

Therefore the department may disallow tdeductions, credits, or exemptions or No. 654, ef. 7-1-10; correction in (3) (intro.) made under s. 13.92t{#y ., Stats.,

includein Wisconsin income the additional income to whikk requested records RegisterJune 2010 No. 654.

relateand impose a penalty equal to the greater of $500 or 25% of the addéional

?gqrees{zcggstments made resulting from Corporation A not providing the records Tax 2.87 Reduction of delinquent interest rate
2) The department issues a first written request for records to Corporation B%der S.71.82 (2) _(b)' Stat_s. (1) PROCEDURES. The secretary

Decembe21, 2009, allowing Corporation B until January 20, 2010, to provide tH@ay reduce the delinquent interest rate from 18% to 12% per year

Eneiequess, Caeiaion  oce ot prov e equiscnit o e yhenthe secretary determines the reduction fair and equiable,

recordsto Corporation B on February 8, 20Hlpwing Corporation B until March Re person from whom delinquent taxes are owing:

10, 2010, to provide the records requestentiuded in this second written request  (3) Requests the reduction in writing, addredeate Wscon-
for records is a notification regarding the penalties provided by s. 71.80 (9m), St

CorporationB provides records to the department by March 10, 2010, but the—depgﬁ?1 Department of Revenue, DelinquemtxTCollectionSystem,
mentdetermines that the taxpayer did not provide some akttwrds requested by P.O.Box 8901, Madison, WI 53708.

March 10, 2010. Therefore, since the taxpayer didpmovide all of the records [y e ;

requestedy March 10, 2010, the departmemay disallow the deductions, credits, . (b) Clearly indicates Why It lt,alr and eq,l“table for the rate of
or exemptions or include in ktonsin income the additional income to which theinterestto bereduced. Information regarding one or more of the

requestedecords that were not provided relate and impose a peswl to the factorsunder sub. (2) may be indicated.
greaterof $500 or 25% of the additional tax on the adjustments made resulting from R -
therequested records that were not provided. (c) Is current in all return aneport filings and tax payments

(4) WaIvER OF PENALTIES. (@) The penalties in this sectionfor all matters other than the delinquencies for which interest
may be waived if the person whose records were requested @@uctionis being sought.
showthat, undeall the facts and circumstances, its response to the(d) Pays the taxes, reduced amount of interest and any penal
written request for records or its failure to respond to the writteies associated with them within 30 days of receiving notice from
requestfor recordswvas reasonable or justified by factors beyonthe department of the reduction.
theperSOFS control. In determining whether the penalties will be (e) For combined group memberS’ the designated agent is
waived,the department may consider any of the following factorghargedwith this responsibility

1. Death ofthe taxpayertax prepareraccountant or other Note: See s. @x 2.65 for rules relating to the designated agent.

responsibleparty (2) FACTORSFORSECRETARY'SCONSIDERATION. In determining

2. Onset of debilitating illness or injury of the taxpaytax  whetheran interest rate reduction is fair and equitable, the secre
prepareraccountant or other responsible party tary may consider the following factors:

3. Natural disaster such as tornado, flood or fire. (a) The taxpayeés prior record ofeporting and payment to the

4. Records that were destroyed due to events beyond conigpartment.
of the taxpayer or other responsible party and not due to neglect(b) The taxpayés financial condition.
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(c) Any circumstances which may have prevented payment(a) “Corporation”’includes corporations, tax—option (S) cor
suchas death, imprisonment, hospitalization or other institutioporations, insurance companies, publicly traded partnerships

alization. treatedas corporations in section 7704 of the Internal Revenue
(d) Any unusual circumstanceghich may have caused theCode,limited liability companies treateds corporations under
taxpayerto incur the delinquency or prevent its payment. the Internal Revenue Code, joint stock companéssociations,

. . . common law trusts, regulated investment companies, real estate
(€) Any other factor which the secretary believes pertlnent|‘nvestmenttrusts, real estatenortgage investment conduits,

(3) DETERMINATION NOT APPEALABLE. The secretarg’deter  cleardecommissioning trust funds and virtually exempt entities

minationunder this rule is not appealable. asdefined in s. 71.29 (1) (c), Stats.
Note: Section ax 2.87 interprets ss. 71.255 (7) (b) and 71.82 (2) (b), Stats. b) “Esti d lbl ,, h lculated
History: Cr. RegisterFebruary1979, No. 278, &f3-1-79; am. (1) (intro.Reg (b) stimated tax payable” means the amount calculate

ister, September1983, No. 333, &f 10-1-83; CR 10-095: c(1) (e) Register unders. 71.09 (13) or 71.29 (9) or (10), Stats.

November2010 No. 659, &112-1-10. (c) “Persons other than corporations” includes individuals,
estatestrusts other thathose treated as corporations in. §ay,
Tax 2.88 Interest rates. (1) INTERESTON UNPAID TAXES  narinershipgxcept publiclyraded partnerships treated as cerpo
WHICH ARE NOT DELINQUENT. Unpaid individual income arorpe Z’_A%tionsin section 7704 of the Internal Revenue Code and limited

ratefranchiseor income taxes which are not delinquent but whicklhility companies treated as partnerships under the InReal
areassessed biye department on or after August 1, 1981 sh nuegode. P P P

bear interestomputed at the rate of 12% per year from the due
dateof the taxes to the date paid or delinquent.

(2) INTERESTON DELINQUENT TAXES. Any individual income . : h
or corporate franchise or income tax delinquencies shall incluﬁléorttaxable years, the foIIoqug number of estimated tax install
interestat the rate of 1.5% per month from the date on which t,q%entpaymentg shall be made:
taxesbecame delinquent until the taxes are paid. 1. For periods of one month or less, none.

(3) INTEREST ON REFUNDS. (a) Any refund of individual 2. For periods of 2 to 3 months, one.
income or corporate franchise ancome taxes, where the tax 3. For periods of 4 to 6 months, 2.
beingrefunded is from a return which has a filing due date onor 4. For periods of 7 to 9 months, 3.
afterNovember 1, 1975, shall include interest at the rate of 9% per 5. For periods of 10 tallmonths, 4.

yearfrom the due date of the retunthe date paid by the depart ‘ , . -
ment,except as provided in pab). (b) Except as provided in p4c), for purposes of determining
(b) No interest may be allowed on income and frandai the required numbef estimated tax installment payments under

if the refund is certified on a refund roll within 90 days of the dfg" (a), a portion of a month shall be treated as a full month.

dateof the return or the date the return was filed, whichever occurs(C) If & short taxable year terminates befitieend of a month
later This treatment shall apply to a refund of tasessiltingfrom ~ @nd anothertaxable year begins at that time, for estimated tax
anoverpayment of estimated taxwsll as from withheld taxes. inStallmentpurposes théirst taxable period shall be treated as
endingon the last day of that month and the second taxable period
(4) INTERESTON DEPOSITOF CONTESTEDTAXES. Any refund of

anamount deposited with the departmpuatsuant to s. 71.90 (1), rsnhc.;s\rllltﬁe treated as beginning on the first day of the following
Stats. shall include IntereSt at the rate of 9% per year. frondaite fd\lote: Refer to the examples of the estimated tax payment requirements for short
thF—_‘fundS were deposited to the date_ refunded,_ PrOVlded the fuR@Sbleyears involving a portion of a month that follow sub. (7) (b) 4.
being refunded are from a return which has a filing due date on Of(4) DUE DATES OF INSTALLMENT PAYMENTS FOR CORPORATIONS.
after November 1, 1975. For short taxable years, corporations, or the designated agent as
(5) ExtensionpPERIODS. If an extensiomf time is granted for providedin s. Tx 2.65 (3)a) 5., shall make estimated tax install

filing an individual income or a corporate franchise or income taxentpayments on or before the 15th adyeach of the following
return,any taxes owing with the return are subject to interest dunonths:
ing the extension period at the rate of 1p&6 year Howevey if (a) For period®f 2 to 3 months, the last month of the taxable
thereturn is not filed or the taxpayer files but failty the tax yegr.
by the end of the extension period, the taxes owing become delin :
quentand shall be subject to delinquent intetasdier sub. (2) taxgagleF%rap:erlods ofl to 6 months, the 3rd and last months of the
from the end of the extension period until paid. y .

Note: Any individual income or corporate franchise or income taxes which were (C) FOr periods of 7 to 9 months, the 3rd, 6th and last months
delinquentbefore November 1, 1975 were subject to delinquent interest at the raethe taxable year

of 1% per month from the date the tax became delinquent to October 31, 1975 an .
at1.5% per month from November 1, 1975 until paid. d) For periods of 10 tollmonths, the 3rd, 6ti§th and last
Note: For any tax refunded from a return which had a filing due date prior fHiONthsof the taxable year

Novemberl, 1975, interest was computed at the rate of 6% per year from the due dat
of the return to October 31, 1975, and at the 088% per year from November 1, 6(5) DUE DATES OF INSTALLMENT PAYMENTS FORPERSONSOTHER

(d) “Short taxable year” means a period of less than 12 months.
(3) NUMBER OF INSTALLMENT PAYMENTS REQUIRED. (a) For

1975 to the date paid by the department. THAN CORPORATIONS. (a) Except as provided in pars. (b) and (c),
Note: Section Bix 2.88 interprets s31.03 (7), 71.24 (7), 71.44 (3), 71.82 (1) andfor short taxable years, persons other than corporations shall make
(2) (@) and 71.90 (1), Stats. estimatedax installment payments on before the 15th day of

History: Cr. RegisterJanuary1979, No. 277, &f2-1-79; rand recr(1), (3) and ; .
(4), Register Septembar 983, No. 333, 610-1-83; renum(2) to (4) to be (3), (2 €achof the following months:

and(5) and am., ci(4), RegisterJuly, 1989, No. 403, &f8-1-89. 1. For periods of 2 to 3 months, the first month following the
closeof the taxable year
Tax 2.89 Estimated tax requirements for short tax - 2. For periods of 4 to 6 months, the 4th month of the taxable

able years. (1) GENERAL. Under ss. 71.09 and 71.29, Statsyearand the first month following the close of the taxable year
certain corporations and persons other than corporations shall 3 Forperiods of 7 to 9 months, the 4th and 6th months of the

makeestimated tax payments. For sttawable years, estimated,,apie year and the first month following the clogéhe taxable
tax payments shall be made in accordance with this section.

ear.
Note: For taxable years beginning on or after January 1, 1994, and ending be%re

April 1, 1999, estimated tax includes tieenporary recycling surchge under s. 4. For periods of 10 tollmonths, theth, 6th and 9th months
77.93,Stats. of the taxable year and the first month following the close of the
(2) DeriNniTIONS. In this section: taxable year
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(b) If a person other than a corporation files an income téastpayment adjusted for the fdifence between the estimated tax
returnon or before the last day dfe first month following the liability and the amount previously paid.

closeof the taxable year and pays the full amount computed OfExamples: 1) Corporation Bwhich has been filing tax returns on a calendar-year

thatreturn as payable, that person need not make the last paymgqiﬁ,receives‘ederal approval to change its taxable year to a fiscal year ending on
of estimated tax July 31. 1o make the change, Corporation B files a franchise or income tax return

' . . . for the short taxable year beginning January 1 and ending July 31. Since this is a
(c) Insteadof making estimated tax installment payments, jgeriodof 7 months, Corporation B must makestimated tax paymentswanty—

] ] i ;i percent of the estimated tax shall be paid for each of the installments due March
farmeror fisher as defined in s. 71.09 (l) (a)’ Stats., may either Fg%ﬁand June 15. THaalance of the estimated tax shall be paid on or before July 15.

the estimated tax in full by the 15ty of the first month after the it Corporation Bs estimated tax payable is $80,000, Corporation B must pay

closeof the taxable year or file the tax return on or before the fir$20,000,25% x $80,000 estimated tax payable, for each of the installments due
. 0, 1

day of the 3rd month following the close of the taxable yerat March 15 and June 15 and $40,000, 50% x $80,000 estimated tax payable, for the

he full d h bl installmentdue July 15.
pay the full amount computed on that return as payable. 2) Corporation C, a calendar-year fjleteges into Corporation D on October 6.

(6) COMPUTATION OF ESTIMATED TAX PAYABLE. Corporations Asa result, Corporation @les its final franchise or income tax return for the short

i i taxable year beginning January 1 and ending October 6. Corporation C must make
andpersons other than corporatlmll make estimated tax pay 4 estimated tax payments, each for 25% of the estimated tax payable. The install

mentsequal to the lesser of the following amounts: mentsmust be paid on or before March J8ne 15, September 15 and October 15.
i Corporation & estimated tax payable $100,000, Corporation C must pay
@) N.Inety percer_1t d.‘he tax ?Jhown on the return for the taxablg25,000,25% x $100,000 estimated tax payable, for each installment.
yearor, if no return is filed, 90% of the tax for the taxable year (b) If an event that will result in a taxable year of less tfan
(b) Forindividuals, corporations having less than $250,000 gfynthsoccurs before the taxpayer has begun making estimated
Wisconsinnet income and estates and trusts having thess

, : tax payments, installment payments shall be made as follows:
$20,0000f Wisconsin taxable income for the current taxable,year hay . L pay )
1. If one installment is due, all tfie estimated tax shall be

the tax shown on the return for the preceding taxable, yer aidat that time
vided the taxpayer filed a return for tipeeceding year covering pal Ltime. 0 .
afull 12-month year When the current year is a short taxable yeay 2. If 2 installment payments are due, 75% of the estimated tax
andthe preceding year was a periodl@fmonths, the tax shown shallbe paid for the first installment and 25% shall be paid for the

onthe returrfor the preceding taxable year may be prorated bagé&inaininginstallment. .
on the number of months in the short taxable year 3. 1f3 |_nstallmen_t payments are due, 50% of the_estlmated tax
Example: Corporation A receives federal approval to change its taxable year fréifiallbe paid for the first installment and 25#all be paid for each

acalendar year to a fiscgkar ending on June 300 Make the change, Corporation of the 2 remaining installments.

A files a franchise or income tax return for the period beginning January 1 and ending . .
June30. On this short-period return, it reports net tax of $8,@@poration A 4. If 4 installment payments are due, 25% of the estimated tax

Wisconsinnet income for the current taxable year is less than $250,000. Theref@ghall be paid for each installment.

its estimated tax payable is the lesser of 90% of the tax stivt® current year return . . .
or 100% of the tax shown on its prior year return, provided it had filed a tax returnEX@mples: 1) Corporation E owns 100% of the stock of Corporatiofitie corpe

; - ; ; rationsfile consolidated federal income tax returns on a calendar-year basis. On
;gi {Rgtg/rgireg%\ge{gwx%glé §e222T£§;Lﬁdbezgg t\;;\ll);ss g%mé%grggrﬁ%gg Aas’eéﬁ{,-” March 10, Corporation E sells all of the stock of Corporation F to third parties; sever

; ; ing the afiliated group. For federal purposes, Corporations E and F file a censoli
mgﬁﬁts)izpﬁgﬁm:for the current taxable year is $3,000, $6,000 prids yeand datedreturn for the period from January 1 through March 10. Corporation F files a

Note: Corporations having itonsin net income of $250,000 or more for the Curseparate!ederal return for the peridcbm March 1 through December 31. Since the

renttaxable year and estates or trusts havimgc@sin taxable income of $20,000 taxableperiod for Visconsin purposes the same as the federal taxable y@arpe

: ; ration F must also file 2 short—periodi¥¢onsin returnsFor the first taxable year
8;(%?;)2:0(5% current taxable year may not calculate their estimatedyakle CorporationF must make one estimated tax installment payment for 100% of the esti

. o matedtax liability on or before March 15. For the second short period, Corporation
(c) Ninety percent of the tax calculated by annualizingdlke F must make 3 estimated tax installment payments. Thedyshent for 50% of the
able income earned for the months in the taxable year endi?ﬁimatedax liability is payable on or before June 15. Since Mardfeisast month
. . . ofthe first short period, April is treated as the first masftthe second short period.
beforethe due date of the installment. The following special rulg%e second and third payments, each for 25%hefestimated tax, are due on or

apply: beforeSeptember 15 and December 15, respectiviélorporation R estimated
. . . - . tax for the period beginning Marci &nd ending December 81$150,000, Corpo
~ 1. Corporations Wh'f:h determine their istbnsin net ration F must pay75,000, 50% x $150,000 estimated tax payable, for the firstinstall
incomesunder the apportionment method may compute thewentand $37,500, 25% x $150,000 estimated tax payable, for each of the remaining
annualizedncome using the apportionment percentage from tRdnstaliments. .
returnfiled for the previous taxable yearttie previous yed _ 2) Corporatio G luys 100% df the dock of Corporatio Hon Augud 29. Both
L ; corporationgompue their incomes ; a @lendar-yeabasis Corporatiors G ad
returnis filed by the due date of the installment for whtbe ifiie aconsolidatel federa income @ retum for the period from Augugt 30
incomeis being annualized and the apportionment percentagetmnu%hDecelmﬂ?e33-1 gorporggmsH ﬁleﬁ asp%réle fed,eﬁretum ]fgr \t/ue period
; ; nuay 1 through Augug 29. Snce the taxabk yea is the ame for Wisconsin
that return is greater_ than zero. A corporation that has at Ieg‘gg}ederapurposesCorporaticn H rmugt file 2 $ort-perial Wisconsh returns.
$250,0000f Wisconsin net income for the_current taxabl_e Y€&or the first short taxabk year 3 estimatel tax installmet paymens ae required,
may also compute annualized income using the apportlonmelnt.;ozn a bgfoﬁebMarda %5 JJrée; ]&Stﬁd _Autgtlils 155$T\3/Jen,t/>|/—f(;\1/e 1EercgrL of thle5 Gstlé
) ; ; atedtax shal be paid for ea e installme e Mar and June 15 an
perc_entagérom the ret.um. filed for the previous taxable yefar if thﬁ:ebalane d the estimatel tax shall be paid for the installmen due Augug 15. For
previousyeatrs return is filed by the due date of the 3rd installthesecord short period, 2 installmens ae payabk o or before Novembe 15 and

ment,the apportionment percentage on that return is greater ﬂ%%g‘;’;“g;“ﬁé ﬁgtcrfn Anuugl&ﬁ’tﬂfé '{;i (')a: d;qgr&ﬂ;e ?f, éf&e Tﬁﬁ?ﬁ‘?‘;{’-ﬁ Qz%de?pgt%fgaﬁf
. . N i | | Y| s
zero, and the apportionment percentage uu;edomputlng the dueNovembae 15 is for 75% of the estimatel tax and the ppymen due December

first 2 installments is not less théme apportionment percentageisis for 25% of the estimate tax.
usedon that return. (8) ANNUALIZED INCOME INSTALLMENT PAYMENTS. Under ss.
2. Entities subject to tax on unrelated business taxable incoitfe09 (13) (d) and 71.29 (9) (c), Stats., taxpayers may compute
andtrusts and estates shall annuattzer incomes for the months estimatedax installment payments by annualizing incometier
in the taxable yeagnding one month before the installment dusonthsin the taxable year ending before the installment pay
date. ment'sdue date. Corporations that are subject to a tax on unre
(7) PORTION OF ESTIMATED TAX PAYABLE IN EACH INSTALLMENT.  latedbusiness taxable income and virtually exempt entities may
The portion of the estimated tax payable in each installmeg@mpute estimated tax installment payments by annualizing
dependson when the taxpayer determines that the taxable ydgomefor the months in the taxable year ending beforedtte
will be a period of less than 12 months and the numbestai- ~ onemonth before the dutate for the installment payment. ARnu
mentpayments required, as follows: alized income installment paymestsall be computed as follows:
(a) If an event that will terminate the taxable year before the (2) Computation of annualized incom&xpayers shaknnu
endof the 12th month occurs after the taxpayer has begun makaige income for the annualization period as follows:
estimatedax payments, the initial estimated tax installment pay 1. Compute the Wconsin net income fahe annualization
mentsshall be based on 25% of the estimated tax payabletheith period,excluding adjustments which remain constant fpariod
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to period,such as net business loss carryforwards and the amorti Tax 2.90 Withholding; wages. (1) The term“wages”

zationof adjustments for changes in the method of accountingneansall remuneration for services performeg an employee
2. Calculate theannualization factor for the annualizationfor an employer unless specificatixcepted under s. 71.63, Stats.

periodby dividing the number of months in the taxable year by the (2) The name by which remuneration for services is desig

numberof months in the annualization period. natedis immaterial. Thus, salaries, fees, bonuses, commissions
3. Multiply the amount computed in subd. 1. by the annualiz&" Sales, commissions on insurance premiums, pensions and
tion factor computed in subd. 2. retirement payand supplemental unemployment benefits are

4. Subtract from the result in subd. 3. any adjustmer%agewlthm the meaning of the statute if paid as compensation

excludedfrom the calculation o¥Visconsin net income in subd. r services performed by the employee for the emplsyee

1. which remain constant for each period. Individuals silat employer. . . L o
subtract the standard deduction. (3) Thebasis upon which the remuneration is paid is immate

Example: Corporation & taxable year begidnuary 1 and ends May 10. It hasrial in determining whether the remuneration constitutes wages.
Wisconsinnet income of $200,000 for the perifsdm January 1 through February Thusit may be paid on the t?a5|s of plecework, or a percentage of
28. Corporation & annualization factor for that period is 2.5, calculateditiging ~ the profits, and may be paid hourlgaily, weekly monthly or
the 5 months of the taxable year by the 2 months of the annualization period. Tenually.

annualizedincome for that periodgs $500,000, which is $200,000i8tonsin net . . . . . .
incomex 2.5 annualization Factor (4) Generallythe medium in which the remuneration is paid

(b) Computation of installment paymenfaxpayers shall cal IS also immaterial. It may be paid in cash or in something other
culatetheir estimated tax installment payments baseanouial ~ thancash, as, for examplstocks, bonds or other forms of prop

izedincome for the annualization period as follows: erty. Howevers. 71.63 (6) (i), Stats., excludes from wages remu
1. Determine the gross tax on theount calculated under nerationpaid in any medium other than cash for services rtbein

courseof the employés trade or business. If services are paid for

par.(a). in a medium other than cash, the fair market value of the thing
2. Subtract from the gross tax under subd. 1. any allowaligenin payment is the amount to ineluded as wages. If the ser

tax credits, excluding estimated tax paid. viceswere rendered at a stipulated price, in the absence-of evi
3. Multiply the net tax computed in subd. 2. by the applicablienceto the contrarysuch price will be presumed to be the fair

percentagdrom sub. (7). valueof the remuneration received. If a corporation transfers to

Example: CorporatiorK, a calendar year filemeges into Corporation L on July its employees its own stock as remuneraf@rservices rendered

14. Corporation K elects the annualized income methoddtermining whether it by the employee, the amount of such remuneration is thedair
paidsuficient estimated tax. Corporations¥Msconsin net income is $300,0f i

thefirst 2 months of the taxable ye&d,400,000 for the first 5 months of the taxableket value of the StC_)Ck at the_tlme of the transfer . .
year,and $1,800,006or the first 6 months of the taxable ye&orporation K has (5) Remuneratiorfor services, unless the remuneration is spe

$9,0000f tax credits and its net tax due for the year ending July 14 is $135,0Q0f; i
Therefore Corporation K$ estimated tax payable is $121,500. For Corpor#tisn Q'Qflca”y excepted by the statute, constitutes wages even though at

7-monthyear the annualization factors are 3.5 (7 months/2 months), 1.4 (7 monthglfba-; time paid the relationSh_ip of employer and employee no longer
months),and 1.167 (7 months/6 months). Corporation K calculates its required egiXistsbetween the person in whose employ the services were per

matedtax payments as follows: formedand the individual who performed them.
First 2 First 5 First 6 (6) In general, pensions and retired pay are wages subject to
months months months withholding. So—-called pensions awarded by one to whom Ro ser
Wisconsin netincome ~ $300,000  $ 1,400,000  $1,800,000 viceshave been rendered are mere gifts or gratuities and do not
| . constitutewages.
Annualization factor 3.5 1.4 1.167 . - . .
vahzat (7) Amounts paid specifically — either aslvances or reim
Annualized income $1,050,000  $ 1,960,000 $2,100,600 bursements— for traveling or other bona fidedinary and neces
Annualized gross tax 82,950 154,840 165,947 saryexpenses incurred or reasonably expected to be incurred in
. the busines®f the employer are not wages and are not subject to
Tax credits 9.000 9.000 9.000 withholding. Traveling andother reimbursed expenses must be
Annualized net tax $73,950 $ 145,840 $156,947 identified either by making aeparate payment or by specifically

indicatingthe separate amounighere both wages and expense

Applicable percentage  _22.5% — 5% 90 allowancesare combined in a single payment.

Portion of annualized $ 16,639 $65,628 $141,252 (8) Amountsof so—called “vacation allowancegaid to an

tax employeeconstitutesvages. Thus the salary of an employee on
25% of estimated tax 30,375 60,750 121,500 vacation,paid notwithstanding the absence from work, censti
Amount payable in 0 16,639 60,750 tuteswages.

preceding periods (9) Any payments made by amployer to an employee on
Installment payable % 16,6230 $44.101 % 60.750 accountof dismissal, that is, involuntary separatfoom the ser

vice of the employerconstitutes wages regardless of whether

Note: After the end of the taxable ye@ersons other than corporations shall us&employeris |ega||y bound by contract, statube otherwise to
scheduleJ and corporations shall use form 4U to determine whether they have m?ﬁ%\kesuch payments
sufficientestimated tax payment$axpayers with short taxable years shall adjust the ’
computationsn those forms as provided in this section. (10) Any amount deducted by an employer from the remuner

(9) ComBINED GROUPS. For purposes of estimated tax reguireationof an employee is considered to be a part of the emptoyee’
ments,a combined group of corporations under s. 71.255 (1) (8munerationand is considered to be paid to the employee as
Stats.,or acommonly controlled group under s. 71.255 (2myemuneratiorat the time the deduction is made. It is immaterial

Stats.,shall be treated as if it were a single corporation. that any act or law requires or permits such deductions.

Note: See s. @x 2.66 for rules relating to the payment of estimated taxesrby (11) The term “wages” includes the amount paid by an
binedgroups. employeron behalf of an employee, without deduction frite

Note: Section Bax 2.89 interprets ss. 71.09 (9), 71.255 (7), and 71.29 (5), Sta| . . !

History: Cr. RegisterDecemberL995, No. 480, &f1-1-96; CR 10-095; am. (4) Remuneratiorof or other reimbursement from the employee, on
(intro.), cr. (9) Register November 2010 No. 65, &2-1-10. accountof any tax imposed upon the employee by any taxing

Cross References:See s. @ 2.60 forcombined reporting definitions relating to authority.
this section. See sax 2.63 for rules relating to the controlled group election under : :
s.71.255 (2m), Stats. See sx12.65 for rules relating to the designated agent. See (12) The value of any meals or lOdgmg furnished to an

s.Tax 2.66 for rules relating to tiimyment of estimated taxes by combined groupg2mployeeby an employer is not subject to withholding if the value
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of the meals or lodging is excludable from the gross income of ttete” which shows a claim for total exemption. For this purpose,
employeeunder the provisions of the Internal Revenue Cade, atax liability is “incurred” if the employee had for the preceding
defined in s. 71.01 (6), Stats. year,or anticipates for the current yeamet Wsconsin income

(13) Ordinarily, facilities or privileges, such as entertainmentax due, i.e., gross tax less personal exemptions ofseoviin
medicalservices, or so—called “courtesy” discounts on purchasigurn. If an employee is married, thei$donsin marital property
furnishedor offered by an employer to employees generalfg laws fortax computation shall be considered in determining if the
not considered as wages subject to withholding, if the facilities employeemay claim this exemption.

privileges are of relatively small value and ardeséd or fur (3) (a) Effective April 1, 1979, an employee may enter iato
nishedby the employer merely as a means of promoting theitten agreement with his or hemployer to withhold a lesser
health,good will, contentment or fifiency of employees. amountof tax than indicated in the withholding tax tables, if the

(14) Tips or gratuities paidiirectly to an employee by a eus employee determines the lesser amount approximates the
tomer of an employeare excepted from withholding only if theemployee’santicipated income tax liability for the yeaForm
tips are non—cash tips or if the cash tips received during the cowW¥g—4A, “Wisconsin Employee Whholding Agreement”shall
of a month are less than $20. be used for this purpose and a completed cophefform shall

(15) Withholding is not required: be sent by the employee to the department within 10 days after it

; is filed with the employer If the employee fails to notify the
(2) Upon amounts paid to an employee by the empleye(!'\Separtment/vithin the required 10 days, he or she shabBudgject

employerunder a wage continuation plan for a period durin .
which the employee is absent from work account of personal %a penalty of $10, as provided by s. 71.83 (1) (a) 5., Stats.

injuries or sickness if such amounts asempt from withholding ~ (b) The agreement between the employee and employer shall
taxationunder the Internal Revenue Code, as defined in s. 71/@drenewed each yeaForcalendar year taxpayers, the agreement
(6), Stats. expireson April 30 of the year immediately following the year in

(b) When, as provided by s. 71.66 (3), Stats., an employee chichit was entered intoFor fiscal year taxpayers, the agreement
tifies to an employer that the employee incurred no liability f@#xPires4 months following the close dfe fiscal year in which
income tax for the preceding taxable year and anticipates rigiterednto. 1o renew the agreement, an employee shall provide
incurring a liability for the current taxabie year anew form WT-4A to his or her employer and submit a copy of

Note: Section Bix 2.90 interprets ss. 71.63 and 71.66 (3), Stats. the completed form to_the department as provided _In(lf_iaf If
History: Cr. RegisterJanuary 1963, No. 85fe2-1-63; rand recr(12), cr(15), a new form WT-4A is executed before the expiration dates

RegisterMarch, 1966, No. 123 £4-1-66; am. (2), (14) and (15), Registéuly, i i i i
1978 No. 271, ¢ 8-1-78" am. (1), (4). (5). (8), (1), (13) and (1), Regidtehy describedn this paragraph, it shall supersede the previous-agree

1989.No. 403, ef 8-1-89. ment.
) _ ) (c) If the department determindsat an agreement is incem
Tax 2.91 Withholding; fiscal year taxpayers. plete,incorrect, or would result in an insiefent amount oftax

(1) Exceptas provided in sul§2), amounts withheld pursuant tobeingwithheld, the department may void the agreement by notifi
$s.71.64 and 71.67, Stat#n,any calendar year shall be allowed:ationto the employer and employee.

as a credit for the taxable year beginning in the calendar {fear (d) Section 71.83 (1) (b) 4., Stats., provides that any employee
morethan oneaxable year begins in a calendar yéa amount g enters into an agreement with the interdefeat or evade the
shallbe allowed as a credit for the last taxable year beglnnlngldpbper withholding of taxshall be subject to a penalty equal to the
that calendar year _ ) differencebetween the amount requiréa be withheld and the

(2) Any employee who reports income for taxation to the staggnountactually withheld for theriod that the incorrect agree
of Wisconsin on a taxable year ottiran the calendar year shallment was in déct.
beallowed as a credit fdahe fiscal year amounts withheld by his (e) Under s. 71.83 (2) (a) 5., Stats., any employee who willfully

or her employer in théiscal yeay provided the employeon or ; : ; ;
beforethe end of the first month following the close of fiseal isnugpglif]e;%r:e%n%pgg%/?’\rﬂmt‘tlhgalli's;ﬁeonrtf;gug:]!gg: g‘:ﬂ?ﬁgi‘gggf rd
year,shall voluntarily furnish the employee with 2 legiblepies \ihh1ding of tax may be imprisoned not more than 6 months or

andthe department of revenue with one legible copy of a writt% .
. . d ! ed not more than $500, plus the costs of prosecution, or both.
statementadapted to the fiscgkar but otherwise consistent with ™~ "\ d$WT_ 4 Apm ay be obtained by nE\Jaﬂu st 1o WEconsin

the written statement refe_rred to in ss. 71.65 (1) and 7(]_1]1 Department of Revenue,@? Box 8903, Madison, W1 53708.
Stats.,and the employee files a copy of the statement aldtig Note: Section Fix 2.92interprets ss. 71.66 and 71.83 (1) (a) 5. and (b) 4. and (2)
thefiscal year return. (a)5., Stats.

Note: Section Tix 2.91 interpretss. 71.64, 71.65 (1), 71.67 and 71.71 (1), Stats, History: Cr. RegisterNovember1977, No. 263, &f12-1-77; am. (1) and (2),
History: Cr. RegisterMarch?l%& No. 87,Ef4—1(—g6; am. RegisteFebﬁullry cr. (3), RegisterSeptember1 983, No. 333, &f10-1-83; am. (1Y2) and (3) (c), Reg
1975.No. 230, eff 3-1-75; am. Registeduly 1989, No. 403, &f8-1-89 ister,July, 1989, No. 403, &f8-1-89;correction in (3) (a), (d), (e) made under s.

T ! ! ’ ! I ! ! 13.92(4) (b) 7., Stats., Register November 20No. 671.

Tax 2.92 Withholding tax exemptions. (1) An . .
: : : : Tax 2.93 Withholding from wages of a deceased
employeemayclaim the same number of withholding exemptions ployee and from death benefit payments. (1) Gen-

for Wisconsin as are allowable for federal withholding purposes. . . i
The maximumnumber of federal exemptions aIIowagIepisF;:o RAL. Section 71.64 (1) (a), Stats., requires employers to withhold

putedby completing a federal form W-4, “Employsahithhold-  YV/iSconsin income tax from payments of wages “to an employee”.
ing Allowance Certificate.” An employee claiming the samearioustypes of payments are made to the estate or to bereficia
numberof exemptions foboth state and federal purposes is nd{eSof @ deceased employee which resulted from the deceased per
required to complete a formWT-4, “Employees Wsconsin SON semployment. "I'he. department shall follow the federal4nter
Withholding Exemption Certificate.” An employee wiotaims nal revenue servicg'policy in determining whether withholding
adifferent number of withholding exemptions foissbnsin than Of income tax is required from these payments.
for federal withholding purposes shall provide diiher employer ~ (2) PAYMENTS SUBJECTTO WITHHOLDING. An uncashed check
with a completed form WT-4. originally received by a decedent prior to the date of death and
(2) An employee who had incurred kdsconsin income tax 'eissuedsubsequently to the decedenpersonatepresentative
liability for the preceding taxable year and anticipateiabdity ~ Shallbe subject to withholding of i&tonsin income tax.
for acurrenttaxable year shall be exempt from withholding if the (3) PAYMENTS NOT SUBJECTTO WITHHOLDING. Thefollowing
employeeprovides his or her employer with a completed forrtypesof paymentso a deceders’personal representative or heir
WT-4, “Employees Wisconsin Withholding Exemption Certifi  shallnot be subject to withholding of éonsin income tax:
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(a) Payments representing wages accrued to the date of dektbcribedn sub. (1) administered by these systems do not qualify

but not paid until after death. for the exclusion from Vgconsintaxable income provided by s.
(b) Accrued vacation and sick pay 71.05 (1) (a), Stats. ax-sheltered annuity benefits shak
(c) Termination and severance pay includedin gross income for Wconsin income tax purposes as
(d) Death benefits such as pensiamuities and distributions ;Z%y (%r)e for federal income tax purposes, except as provided in

from a decedent’interest in an employsrqualified stock bonus

planor profit sharing plan, as provided in s. 71.63 (6) (j), Stats. (3) STATE TEACHERSRETIREMENT SYSTEM. (a) Tax-sheltered
Note: Section Bix 2.93 interprets ss. 71.63 (6) () and 71.64 (1) (a), Stats.  annuitybenefits receivebly retired teachers on and after January
History: Cr. RegisterFebruary1978, No. 266, &3-1-78; am. (1and (3) (d), 1, 1974, shall be included in taxable income. No subtraction mod

Register.July, 1989, No. 403, &f8-1-89. ification from federal adjusted gross income mayatlewed,

Tax 2.935 Reduction of delinquent interest rate exceptas provided in pa(b). .
under s. 71.82 (2) (d), Stats. (1) PROCEDURES. The secretary (b) If a school system purchased a tax-sheltered annuity for an
may reduce the delinquent interest rate from 18% to 12% per y&&aployeeprior toJanuary 1, 1965, and the employee paids W
whenthe secretary determines the reduction fair and equitabieS@nsinincome tax on theax—sheltered annuity deposit which was
the person from whom delinquent taxes are owing: usedto pay the 1964 annuity premium, a subtraction modification
(a) Requests the reduction in writing, addredsetie Wscon- Unders. 71.05 (6b) 3., Stats., shall be allowed for the tax-shel
sin Department of Revenue, DelinquemXTCollectionSystem, teredannuity benefits received on or after January 1, 1974, which
P.0.Box 8901, Madison, WI 53708. are ||ncluded in fedleral _zdjuvs;ed gross income an_?hupolrll Whlglh the
- s . employeepreviously paid a W¥consin income tax. The allowable
intétr)ésft:cl)eggyeggfeegeslr\wl:‘lgglnigtfi?rrw ?anergiur:tgaglﬁef%rrtrr;%rrgtgf(?[f ubtractionmodification is the amount of deposit on which the
factorsunder sub (2)‘ may be indicated isconsintax was previously paid less that portion, if asfithe
N tax—shelterecannuity benefits excludable from Mtonsin tax
() Is current in all return anport filings and tax payments 5pjeincome because of receipt prior to January 1, 1974.

for all matters other than the delinquencies for which ir‘Iter"—:‘StExam les: In each example belgwssume the employee is a taxpayer who files
reductionis being sought. pes: ple belg ploy pay!

tax returns on a calendar year basis.

(d) Pays the withholding taxeduced amount of interest and 1) an employee made a deposit of $200 for the purchase of a tax-sheltered annuity
any penalties associated with them within 30 days of receivimg1964, andhis amount was included inig¢onsin taxable income. When the

i i employeeretires after December 31, 1973, a subtraction modification under s. 71.05
noticefrom the dEpartmem of the reduction. L. (6) (b) 3., Stats., is permitted for the first $200 of tax—sheltered annuity benefits

(2) FACTORSFORSECRETARY'SCONSIDERATION. In determining received. All subsequent benefits are taxable with subtraction modification

whetheran interest rate reduction is fair and equitable, the secpdowed.

tary may consider the following factors: ~ 2) An employee made a deposit of $300 for the purchase of a tax—sheltered annuity
h . f . h in 1964, and this amount was included irs®¥@nsin taxable income. The employee
(a) The taxpayes prior record ofeporting and payment to the retired prior to January 1, 1974, and $120 of the benefits received were not included
department. in Wisconsin taxable income. A subtractimodification under s. 71.05 (6) (b) 3.,
- : . Stats. js permitted for the next $180 ($300 - $120) received after December 31, 1973.
(b) The taxpayes financial condition. All subsequent benefits are taxable with no subtraction modification allowed.

(c) If the taxpayer is a natural person, any cir_cumstances Whicb) An employee made a deposit of $160 for the purchase of a tax-sheltered annuity
may have preventgehymenisuch as death, imprisonment, hespiin 1964, and this amount was included ifs¥nsin taxable income. The employee

i H H S H H retiredprior to Januaryl, 1974, and treated $200 of the benefits as nontaxable for
talizationor other |nst|_tut|onallzat|on._ Wisconsinincome tax purposes. All the benefigseived after December 31, 1973,

(d) Any unusual circumstanceghich may have caused thearetaxable with no subtraction modification allowed.

taxpayerto incur the delinquency or prevent its payment. u_ote: Segiog B 2-94}\ int_?r%e?tg SN71§§8(1gf(§),1S;a§s- @ @ and (3) )
. . . istory: Cr. Register April, . No. 268, éf5-1-78: 1 a) an ,
(e) Any other factor which the secretary believes pertinent,gnum (1) ). (©) and (3) () to be (1) (@), (b) 48 (o) and am. (a) and (3) (b), am.

(3) DETERMINATION NOT APPEALABLE. The secretarg’' deter  (2) and (3) (a), Registedune, 1991, No. 426 fe7-1-91.
minationunder this rule is not appealable.
Note: Section &x 2.935 interprets s. 71.82 (2) (d), Stats. Tax 2.95 Reporting of installment sales by natural
History: Cr. RegisterFebruary1979, No. 278, &€f3-1-79; am. (1) (intro.Reg persons and fiduciaries (1) GENERAL. The Wsconsintax
ister, September1983, No. 333, &f10-1-83. . ) | . -
treatment of installment sales by natural persons and fiduciaries
Tax 2.94 Tax-sheltered annuities. (1) GeneraL. (a) IS determined under the Internal Revenue Codefgtefinder s.

Paymentdor a tax-sheltered annuity purchased for an employdé-01(6), Stats. Installment sales may be made of either real or

by a public school system or by arempt educational, charitableP€rsonalproperty Because for W¥consin purposes, at the time

or religious oganization, which are excludable from the employof the sale, theeller may be either a resident or nonresident, and

ee’s gross income in the year of payment under section 403 (bji# property maybe realty or personaltyangible or intangible,

the Internal Revenue Code, aatso excludable in the year of pay @nd may be located within or withoWisconsin, special sitda

mentfor Wisconsin income tax purposes. tions that are not addressed in the Internal Revenue Code may
Note: The exclusion from gross incoras provided in sub. (1) (a) ifettive Jan ~ arisewhich afect the reporting of the sale.

uary 1, 1965, when \gconsin adopted the Internal Revenue Code as the basis for f
computingWisconsin taxable income. Payments prior to Januat9a5, were tax (2) SiTus OF INCOME. Unders. 71.04 (1) (a)‘ Stats., all income

ablefor Wisconsin income tax purposes. or loss of residenindividuals shall follow the residence of the

(b) All benefits paid under tax sheltered annuity contractldividual. A nonresidens income or loss derived from the sale
including withdrawals, death benefits or annuitiae included in Of real property or tangible persomabperty follows the situs of
federaltaxable income when received. Thés@énsintreatment theproperty Interest income of a nonresident and income from
is described in subs. (2) and (3). the_sale of intangible personal property follows thdividual’s

(2) MILWAUKEE CITY AND COUNTY EMPLOYEE AND STaTE esidence.
TEACHERS RETIREMENT SYSTEMS. Normal retirement benefits  (3) TAXATION OF PROCEEDSFROM INSTALLMENT SALE OF INTAN -
receivedfrom systems enumerated in s. 71.05 (1) (a), Stats., &eLE PERSONALPROPERTY. (&) Resident sellerlf the seller is a
exemptas provided by that section. The exemption is limited d/isconsinresidentthe portions of each installment payment that
paymentsrom theaccounts of those persons who were membemgpresentgain and interest income from the sale which are
of any of the systems on December 31, 1963, or who were retiredeivedwhile the seller is a resident of this state are taxable by
from any of the systems on or before December 31, 1888 Wisconsin. If the resident seller abandonssdbnsin domicile
ever, benefits received from tax-sheltered annuity depositand establishes residence in another state, neitleegain nor
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interest payments receivedile a nonresident is taxable byidA/  of $100,000 for the balance. In 1991, after receiving a $60,000 paymentpoindie
pal plus interest of $4,000, the installment obligatsold for $45,000. The seler

consin. Wisconsintaxable income from these transactions is as follows:

(b) Nonresident sellerlf the seller is not a Wconsin resident, Wisconsin
the portions ofeach installment payment that represent gain and Income
interestincome from the sale are not taxable big&nsin. If the 1990~ Selling price $140,000
sellersubsequently becomedNisconsin resident after the sale, Wisconsin adjusted basis 70,000
the portion of each installment paymeawsteived after becoming Gross profit $70,000
a Wisconsin resident representing gain is not taxable isg -
sin, but the portion representing interest on the installmentisiote Gross profit percent 50%
taxableby Wisconsin. Down payment received $40,000

(4) TAXATION OF PROCEEDSFROM INSTALLMENT SALE OF REAL Profit reportable (50% x $40,000) 20,000 $20,000
PROPERTYOR TANGIBLE PERSONALPROPERTY. Upon the sale of real
propertyor tangible personal property reportautler the install Total Wisconsin Income $20,000
mentmethod:

(a) Wisconsin poperty. 1. If the property is located in Mton- 1991 Payment on principal received $60,000
sin and the seller is a Mtonsin resident, thportion of each Profit reportable (50% x $60,000) 30,000 $30,000
installmentpayment that represents gain amdrest income from Interest received 4,000 -0-
the sale is taxable by i&consin. Sale of installment obligation:

2. If the property is located in tonsin and the seller is not Selling price 45,000

Less basis — unpaid balance of

$40,000 less unpaid profit due

of $20,000 ($40,000 x 50%) 20,000
Gain on sale of installment

aWisconsin resident, the portion of each installment payment that
represents gain is taxable bysabnsin. Interest income of a non
residentis nottaxable by Visconsin.

(b) Out-of-state poperty. For property located outsideis¥ obligation ($45,000 - $20,000) 25,000 25,000
consinwhich is sold in taxable year 1975 or thereafter:
1. If the sale occurs while the selleraidNisconsin resident  Total Wisconsin Income $55,000

andthe seller is &Visconsin resident at the time installmentpay Note: Section &x 2.95 interprets ss. 71.01 (6) and 71.04 (1) (a), Stats.
mentsare received, the portions of each of these installment pz(awzisetlogfr;d%ﬁ F;?r?isfﬁrg:)n;ﬁéy(lb??s)N(%) 217; éé%;_ls—;;?é rnt’qigg I{SCS%(’Z)N%H% (352
mentsthat represent gain and interest income frons#@are tax et 10-1-3; fand recr(1), t (2), (3)(a), 5. (b) 1. (intro,), a. and b., renum. (3) (b)
ableby Wisconsin. Howeveif the seller no longer is ai¥¢onsin  to be (2) and am., renum. (4) to (8 and am., renum. (5) (intro.) (a) to be (4) (intro.)
residentwhen installment payments are received’ the portions ,renum. (5) (b) 2. (introl.) a. and b. to be (4) (b) (intro.) 1. and 2. and am., renum.
eachof these installment payments that represent gaiiméerest Eg)ﬂto be (5) and am., Registaarch, 1991, No. 423, #-1-91.

incomefrom the sale are not taxable bysabnsin.

. : . ) Tax 2.955 Credit for taxes paid to other states.

2. If the sale occurs while the seller is adtisconsin resident (1) DerNITION. In this section, “state” means the &@tes of the
andthe seller is aVisconsin resident at the time installment-pay|jpited States and the District @olumbia, but does not include
mentsare received, the portion of eachtbé installment pay he commonwealth of Puerto Rico or the several territoriga-or
mentsthat represents gain is not taxable dgabinsin, but interest i oq by Congress
incomefrom the sale is taxable. Howeyigthe seller is not a - 2) C ) E i ided | b. (3
consinresident at the time installment payments are received, thel2) CREDITSALLOWABLE. (@) Except as provided in sub. (3),
portionsof each of these installment paymethiat represent gain a/income tax credit may be claimbga Wsconsin resident indi
andinterest income from the sale are not taxable Esc¥isin vidual, estate, or trust for any net minimum tax or income tax paid

Note: For taxable years prior to 1975, s. 71.07 (1), Stats., provided thatgeor \/\}0 another state upon incoroéthe individual, estate or trust tax
consin income taxation purposes, incomdoss derived from the sale of real prop ableby that state.
erty or tangible personal properfiyllowed the situs of the propertynterest income (b) Except as provided in sub (3) an income tax credit may
andincome or loss from the sale of intangible personal property followed the 'mdi\aﬁ . : N ’ ; .
ual'sresidence. Therefore, if real property or tangible personal property which wg claimed by a Méconsin resident shareholder in a tax-option
locatedoutside Visconsin was sold on the installmenethod prior to taxable year (S) corporation for any net minimutax, income tax, or franchise
1975 tax paid bythat shareholder to another state on or measured by

1) The portion of each installment payment that represents gain is not taxablgigomeof the tax—option (S) corporation.
Wisconsinregardless of whether the seller is a residenbaresident of \lgconsin . .
atthetime payments are received, regardless of whether the payments are received3) CREDITSNOT ALLOWED. An income tax credit may not be

in 1975 or in any subsequent year allowedfor:

2) The portion of each installment payment that represents interest income is tax (a) Income tax paidlo Illinois. Indiana KentuckyMichigan
able by Wisconsin if the seller is a Mtonsin resident at the time payments are K ! L ! .
received. If the seller is aonresident of \iconsin at the time payments are received® Minnesota on personal service income earned in these states

theinterest portion is not taxable byistlonsin. includedunder a reciprocity agreement.

(5) TAXATION OF PROCEEDS FROM SALE OF INSTALLMENT Note: Refer to s. @x 2.02 for information concerning reciprocity
OBLIGATION. If the sale of an installment obligation, i.e., an4indi  (b) Minimum tax or income tax paid to another state on income
vidual's right to unpaid installments from the sale of propertyonsidered neither taxable incomeYdsconsintax purposes nor
occurswhile the seller is a Wconsin resident, gain or loss on thea tax preference item in thmomputation of the W§consin mini
saleis taxable by Wéconsin. Internal Revenue Code sectiomumtax.
453B provides that any gain or loss resulting from the disposition (c) Minimum tax paid to a state which does not classify the
of an installment obligation shall be consideasdesulting from minimumtax as an income tax.

the sale or exchange of the property in respect of which the install ; PR ;
mentobligation was received. Therefore, if the sale of an iHstagoéﬂ)tr;'_qcome tax paid to a countity, village, town orforeign

mentobligation occurs while the seller is not as@énsinresi h i di
dent,gain or loss on the sale is taxable bissnsin where the (4) dHor:NﬁobC'-A'M A Cg‘ED'T'hT l‘? amoun_hodlrf]come tax credit
installmentobligation resulted from thsale of real property or (p:) Simg O?h:r st:teesnz)enremgr?sitn ?nég%gr?a\ﬂ rgtur(rjlrfcr)]fn:]cl)rﬁgrr:qe tax
tangiblepersonal property located ini¥onsin. ; - -
9 IP P i p. y ) | i | ; 1INPR. The credit may not exceed thasdbnsin net taxTo sup
Example: In 1990an lllinois resident sells i&tonsin real estate for $140,000. port the credit claimedthe following information shall be

Theadjusted basis of the propeiy$70,000 which results in a gross profit pereent
ageof 50%. The seller receives a down payment of $40,000 and an installment rdgachedo form 1 or form INPR:
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(a) For a Wsconsin resident individual, estate,trust, attach (2) DeriNniTioN OF “BEGUN”. In the initial applicability of s.
copiesof the other state’income taxeturn and the wage state 71.07(9m) and (9r), Stats., the date a project is “begun” nibens
ments,if any, to the Wsconsin income tax return. dateon which the physical work of rehabilitation commences.

(b) For a Wsconsin resident shareholder in a tax-optign Thephysical work of rehabilitation commences when actual con
corporationthe federal subchapter S status of which is recognize@uction, or destruction in preparation for construction, eom
by the other state: mences. The term“physical work of rehabilitation,” however

1. If a Wisconsin resident shareholder files iadividual —doesnotinclude preliminary activities such as planning, design
incometax return with that stateftach a copy of the other state’ iNd, securing financing, exploring, researching, developing plans
incometax return to the W¥consin income tax return. andspecifications, or stabilizing a building prevent deteriora

2. If the corporation files a combined or composite return wittPn: SfUCh as placmg boards over broken \gvmdows. g d
that state on behaif its shareholders who are nonresidents of thaﬂ%‘&éﬁf}'&'}?ﬁfése interprets ss. 71.07 (9m) and (9r), 71.281(6)(7) an
stateand pays the tax on their proportionate share of the incomeistory: Emep. cr 12-28-88; crRegisterJune, 1989, No. 402 fe7-26-89;
earnedthere,attach to the \lgconsin income tax return either acorrections in (1) and (2) made under s. 13.93 (@ ., Stats., Register October
copy of the Wsconsin schedule 5K-1 on which is shote 2002No- 562.

shareholder’share of tax paid to that state, or a letter as provided . . .
in par (d). Tax 2.957 Relocated business credit or deduction.

3. If the corporation files a corporate income or franchise t4%) PURPOSE. The purpose of this section is to prescribe the
return with that state and pays tax on or measuredhbgme methodby which the percentage of the workforce payroll of a

earnecthere that is attributable to its shareholders who are nonrBéSinessand the dollar amount of wages paid to swohkforce
idents of that state, attach to theisonsin income taxeturn moved to this state during a taxable year shall be determined for

eithera copy of thaAisconsin schedule 5K-1 on which is showPUTPOSe®f ss. 71.05 (6) (b) 47., 71.28 (9s), and 71.47 (9s), Stats.;
the shareholdes share of tax paid to that state, or a lettewras  Provide examples of actionisat may indicate a business has-relo
videdin par (d). catedto this state from another state or country; and limit the

deducti ided for in s. 71.05 (6) (b) 47. am., b., and®tats.
(c) For a Wsconsin resident shareholderartax—option (S) eductionprovidediorin s ©) (&) am., b., andtats

corporation the federal subchapter S status of which isextg (2) PEF”_\”T'O'\',:S' In this sectlon. . .

nized by the other state, if the corporation pays an income er fran (&) “Business” means anyganization or enterprise operated
chise tax on or measured by the income earned there, attach té&hBrofit, including a sole proprietorship, partnership, firm, busi
Wisconsinincome taxreturn either a copy of the ig¢onsin Nesstrust, joint venture, syndicate, corporation, limited liability
schedulesK-1 on which is shown the shareholdeshare of tax COmpanyor association.

paid to that state, or a letter as provided in @Br (b) “Doing business in this state” httee meaning given in s.

(d) If the tax—option (S) corporation is not subject tsdtin-  71-22(1r), Stats.
sin’s income or franchise tax, ai¥¢onsin resident shareholder (c) “Employee” has the meaning given in section 3121 (d) of
shallattach to the \lgconsin incoméax return a letter provided the Internal Revenue Code.
by the corporation in lieu of Wconsin schedule 5K-1 as required (d) “Taxable year” has the meaning given in ss. 71.01 (12),
in pars. (b) 2. and 3. and (c). The letter simalude a schedule 71.22(10), and 71.42 (5), Stats.

showing the shareholdé&s proportionateshare of the items of (€) “Wages” has the meanimgiven in section 3121 (a) of the
incometaxableby that state, the adjusted gross income, and tigernalRevenue Code.

nettax paid.
. (3) ReELOCATION TO THIS STATE. For purposes of ss. 71.05 (6)
(5) YEAR IN WHICH TO CLAIM INCOME TAX CREDIT. The credit b) 47., 71.28 (9s), and 71.47 (9s), Stats., actioaismay indicate

for income tax paid to another state shall be claimed on the W, jysiness has relocated to this state from ansta or country
consinreturn for the year in which the out-of-state incon®i®  ;cjudethe following:

sideredtaxable Visconsin income. C . . .
) T o ) (a) Registering with the department, as provided in s. 73.03
Example: A Wisconsin resident receives income of $4,000 in 1992 from rentfso) Stats
propertylocated in lowa. The person files a 1992 declaration of estirzatef $200 ' " . . o . )
with lowa, with $150 of estimated tax payments being made in 1992 and the fourth (b) Registering to do business indtbnsin with thedepart
quarterpayment of $50 being madeJanuary 1993. The lowa income of $4,000 i : ial i -
reportedas income on the 1992 lowa anés@dnsin returns. The 1992 lowa income%‘nemof financial institutions.

taxreturn shows the following: (4) DOING BUSINESSIN THIS STATE. For purposesf ss. 71.05
1992 lowa Return (6) (b) 47., 71.28 (9s), and 71.47 (9s), Stats., dourginess in this
lowa Rental Income $4,000 statefor any portion of daxable year means doing business in this
lowa Net Bx $ 185 statefor the entire taxable yeas provided in s. 71.22 (1r), Stats.
Estimated @ix Payments 200 (5) WORKFORCEPAYROLL. For purposes of ss. 71.05 (6) (b) 47.
Refund $ _15 a.,71.28 (9s) (a®., and 71.47 (9s) (a) 2., Stats., the determination

The taxpayer may claim a credit for net income tax paid to other states of $RBL0 whether 51% or moraf the workforce payroll of a business:
on the 1992 Wéconsin return, even though a part of the tax was paid in 1993. hasmoved to this state during a taxable year shall be made using

Hptte: Seétiog X I2.985 inte[)prelt;sé 7Nl-0; 7(2),;;&? " @) (), Regi a fraction, the numerator of which is the total amount of wages
Istory: I. Registerbecemper , NO. , —1-/9; am. , Regls : H ]
ter, January1981, No. 301, 612-1-81: r (2) (a) and (b), (3) (b). am. (2) (©). (3) (d) paid by the business during the taxable year to employees of the

3 ! . ; .

and(4), renum. (3) (c) to be (3) (b),and recr(5), RegisterSeptemberi983, No. ~ businesswvho are residents of this state, ahd denominator of

(3ds)3'c$ﬁ('2%(25)1_(§)3(;c )ar&)((lc)), 6(12n)d ((g; (g)ngr}g éﬁﬁ)(?g)(gﬁgaotg)rg;grgtga rggV)lggge (®vhich is the total amount of wages paid by the business during the

No. 414, ef. 7-1-90; am. (3) (intro.), (a), (4) (b) 2., 3., (¢) and (d), Regigeni, tex@bleyear to all employees of the business.

1993, No. 448, éf5-1-93. Example: During the taxable year imhich Business A begins doing business in
Wisconsin,Business A pays $6,000,000wéges to employees of Business A who

. . T areresidents of Wéconsin and $10,000,000 of total wages to all employees of Busi
Tax 2.956 Historic structure and rehabilitation of nessA. Sixty (60) percent of the workforce payroll of Business A movediscoi-

nondepreciable historic property credits. (1) PURPOSE. sinduring the taxable year (6,000,000/10,000,000).

This section clarifies the phrasérst applies .. . for projects (6) WORKFORCEWAGES. For purposes of ss. 71.05 (6) 43).
begunafter December 31, 198&is used itthe initial applicability a.,71.28 (9s) (a®., and 71.47 (9s) (a) 2., Stats., the determination
of s. 71.079m) and (9r), Stats., as created by 1983. Wcts 395 asto whether at least $200,000wages paid to the workforce of
and 399, respectivelyThe initial applicability is provided in sec abusiness has moved to this state during a taxable yeabshall
tion 71 of Act 395 and in section 3203 (47) (mp) of Act 399. madeusing the total amount of wages paidthy business during
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thetaxable year to employees of the business who are residentt8ff. No. 410, ef 3-1-90; r and recrRegister December1995, No. 480, &f
this state 1-1-96,CR 10-095: am. (1) (a), (3) (a), (b), @) (am), randrecr (2), t (4) Register
. November2010 No. 659, & 12-1-10.

Example: During the taxable year in which Business B begins doing business inCross Reference: See s. @x 2.60 for combined reporting definitions relating to
Wisconsin Business B pays $250,000 of wages to employees of Business B whothaigsection. Ses. Tax 2.65 for rules relating to the designated agent. Sea £.66
residentsof Wisconsin. \eliges of $250,000 paid to the workforce of Business Bor rules relatingo the payment of estimated taxes by combined groups. Sse s. T
movedto Wisconsin during the taxable year 2.67for rules relating to the filing of a combined return.

(7) LimitaTioN oNDEDUCTION. No modification may be made ) N
unders. 71.05 (6) (b) 47. am., b, or c., Stats., if the amount-other Tax 2.97 Earned income credit eligibility . (1) Gen-
wise eligible for the modification is less than zero. ERAL. Under s. 71.07 (9¢) (ad), (ah), (ap) and (at), Stats., certain

Example: Partner B determinghe amount otherwise eligible for the modifica personsmay claim an earned income credit based opéfngons

tion under s. 71.05 (6) (b) 47. b., Stats., is a loss of $5,000. Partner B may not n@@énedincome or federal adjusted gross income.

amodification under s. 71.05 (6) (b) 47. b., Stats. ; R,
History: EmR1104: emerg. creff. 4-7-1; CR 11-023: ct Register November (2) PEFINlTlONS' In '[I;IIS section:
2011No. 671, eff. 12-1-1 (a) “Earned income” means:
] ] ] ] 1. Wages, salaries, tips and other employee compensation.
Tax 2.96 Extensions of time to file corporation fran - 2. The amount of the perssnhet earnings from self-

chise orincome tax returns. (1) DUEDATES. (a) General.  employmentfor the taxable year within the meaning of section

Exceptas provided in pars. (am) and (b), corporation franchise pio2 (a) of the Internal Revenue Codeit net earnings shall be

incometax returns are due on or before the 15th day of the H{gterminedwith regard to the deduction allowed to the person

monthfollqwmg theclose _qf a corporatios'taxable year unless ndersection 164 (f) of the Internal Revenue Code.

an extension of time for filing has been granted. , (b) “Qualifying child” means, with respect tmy person for
(am) For tax exempt corporations with unrelated business tegny taxable yearan individual:

ableincome, the franchise or income tax return is due on or before 1. Who meets the relationship test described in sub. (5) (a)

" .
the 15" day of the # month following the close of the corpera 2. Who, except as provided in sub. (5) (a) 3., hasme

tion's taxable year unless an extension of timefiforg has been principal place of abode as the person for more than one—half of

granted. the taxable year

(b) Short—period eturns. Corporation franchise or income tax 3. Wh );n ts th requirements of sub. (5) (b
returnsfor periods of less than IRonths are due on or before the - 0 meets the age requirements of sub. (5) (b). _
toderaldue date. 4. Whom the person properly identifies under the require

(2) ExTENSIONS. (a) Automatic extensionFor corporation mentsof sub. (5) (c). .
franchiseor income tax returns, an automatic extension is allowed (3) PERSONSELIGIBLE FORTHE CREDIT. (a) Except as provided
for a period of 7 months or until the original due date otthpo N pars. (b), (c) and (d), a person who has a qualifying child for the
ration’s corresponding federaéturn, whichever is laterlf any ~taxableyear may claim the earned income credit. _
extensionis obtained for federal purposes, that extension also (b) A personmay not claim the earned income credit for the
appliesfor Wisconsin purposes and is further extended for anottiéxableyear if the person is the qualifying child of anotherson
30 days after the federal due date. A copy of fedex&nsion for that taxable year
form 7004, or othefederal extension form, if applicable, shall be Example: You and your daughter lived with your mother during the taxable year
attachedto any Wsconsin franchise or income tagturn filed Both you and your mother meet all the requirements for the earned income credit for

nderextension, even if the extension was ested for fed Teixaple vear
u X lon, eventl X lon was regju Your daughter is your qualifying child. Both you and ydaughter are qualifying
eral purposes. childrenof your mother

(b) Combined eturns. For corporations required to use com_ You cannot take thearned income credit because you are your mistheslify-
binedreporting under s. 71.255, Stats., @axgension granted to 9 child. o
the designated agent of the combined group is considered grantedc) If 2 or more persons would be treated as eligible for the
to each corporation in the combined group. creditwith respect to the same qualifying child for taxable years

(c) Estimated tax payment taxpayer who desires to mini beginningin the same calendar yeanly theperson with the

N d ; : ighestfederal adjusted gross income for the taxable year may
mize interest chayesduring the extension period may pay thg"g. ; L .
estimatedtax liability on orbefore the original due date of thecIalm the earned income credit with respect to the qualifying

franchise or income tax return. The estimated tax liability Chéld' e You and 5 " it ther in Aoril. 6

; ; ; xample: You and your 5-year—old son move your mother in April. Bu

includesthe reCyC“ng SurChg_e |mposed under S 77.93, Stats. are not a qualifying child of your motheYour son meets the conditions to be a quali
_Note: See s. @x 2.66 for rules relating to the payment of estimated taxesty  fying child for both you and your motheYour federakdjusted gross income for the

binedgroups. taxableyear was $7,000 and your motisawas $14,000Since your mothés federal

(3) INTEREST CHARGES AND LATE FILING FEES. (a) Regular adjustedgross income was highemly your mother may claim the earned income

interest. Except as provided in pdb), additional tax due with the S"editWith respect to your son. . . .
completereturn and the recycling surclyarimposed under s. (d) A personwho claims the foreign earned income exclusion

77.93,Stats.which are not paid by the original due date are sujndersection91l of the Internal Revenue Code for the taxable
ject to interest at 12% per yeduring the extension period andY©alMmay not claim the earned income credit.

11/,% per month from thend of the extension period until the (4) EARNED INCOME COMPUTATION. (a) The earned income of
dateof payment. aperson shall beomputed without regard to any marital property

(b) Delinquent inteest. If 90% of the tax shown on the returnlaws' ) ) )
is not paid by the unextended due date of the returiifieeence _ (b) No amount received as a pension or annuity may be taken
betweerthat amount and the estimated taxes phidg with any Nto account in computing earned income.
interestdue is subject to interest a/#6 per month until paid () No amount to which section 871 (a) of the Internal Revenue
regardles®f any extension granted for filing the retuffine tax Codeapplies, rela}tlng to income of non(e5|dent alien |nd|y|duals
shownon the return includes the recycling surgeaimposed not connected with United States business, rbaytaken into

unders. 77.93, Stats. accountin computing earned income.
(c) Late filing fee. A corporation return filed after the exten  (5) “QUALIFYING CHILD" REQUIREMENTS. () Relationship test.
sion period is subject to a $30 late filing fee. 1. Anindividual bears a relationship to the person if the individual

Note: Section Bix 2.96 interprets ss. 71.24 (7), 71.255 (7), and 71.44 (3), Stai§. any of the following:

History: Cr. RegisterFebruary1978, No. 266, &3-1-78; am. (1), (2) (a) and i
(00 (312 and (), 1) . (3 ReiaBEptmoet 983, No. 355, G 0L1 8BS A a. A son or daughter of the person, or a descendant of.either
(1), (2) (a) and (b), (4) and (5),(2) (c), renum. (2) (d) to be (2) (c), Regiskebruary b. A stepson or stepdaughter of the person.
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c. An eligible foster child of the person. Note: For taxable years prior to 1987, thés¢dnsin corporation tax law was eon
L . . tainedin ch. 71, Stats., and was not referenced to the federal law in regard to disaster
2. Subdivision 1. does not apply to any individual who is-majosses. Therefore, the election provisions in the Internal Revenue Code were not
ried as of the end of the persenaxable year unless the person igvailableto corporations for consin franchise and income tax purposestfose

entitledto a deduction under section 151 of the Internal Reven rsA.Th2e7amendment allowing disaster losses for corporations was enacted by 1987
. PR IS. Act 27.
Codefor t.hat taxable year with respect to the Ind.'VIdual or woul Note: Section71.02 (2) (d), 1983 Stats., which definesisébnsin taxable
be so entitled but for paragraph (2) or (4) of section 152 (e) of thebme,”was renumbered 71.02 (2) (me), 1985 Stats., and ameydeaB5 Ws.
Internal Revenue Code. Act 29, efective with 1986 individual income tax returns filed in taxable J&&7.
. - . . This amendment is reflected in ©X12.98. Section 71.02 (2) (me), 1985 Stats., was
3. For purposes of subd. 1. c., an eligiolgter child is an indi  againrenumbered, s. 71.01 (16), Stats., by 1985, Wet 312. For 1985 and prior

vidual not described in subd. 1. a. or b. who: yearincome tax returns filed in 1986 and prior taxable years, disaster area losses from
. damageto property used for personal purposes were also allowed, as an itemized
a. The person cares for as the pesonﬂn child. deductionusing the provisions in sufl) (b) and the individual treatment in sub. (2)
b. Has the samprincipal place of abode as the person for th@)- ] ]
person’sentire taxable year Note: As anexample of Note 2) on March 23, 1976, the president of the United

) X . . Stategdeclared tha22 Wsconsin counties warranted assistance by the federal gov
4. A child who is legally adopted or who is placed with & peernmenunder the Disaster Relief Act of 1974. This resulted from the damage during

son by an authorized placement agency for adoptlon by the peréhﬁ']sevefe r&_lin and ice storm which occurred March 1 throud®97@in the follow
shallbe treated as a child by blood. ng 22 counties:

(b) Age equirements.An individual meets the requirements ga:“ms.t 'Joﬁa RSOCkk
of this paragraph if the individual meets any of the following con ~°1™m°'& etterson au
ditions: Crawford LaFayette Sheboygan
: . ane Manitowoc Vernon
1. Has not attained the age of 19 as of the end of the calen dge Milwaukee Walworth
yearin which the taxable.year. of the.person begins. Fond du Lac Ozaukee Washington
2. Is a student as defined in section 151 (c) (4) ofrttegnal  Grant Richland Waukesha

RevenueCodewho has not attained the age of 24 as of the end qfeen

the calendar year . . . . An individual who sustained a casualty loss from this disaster in any of these 22
3. Ispermanently and totally disabled as defined in section 2&intiesregardless of where that individual resided, could have eltectitiuct the

i i IBRson the individuab 1975 Visconsin income tax return. The election had to have
(e) (3) of the Internal Revenue Code at any time dunng the taxat?ggnmade on or before April 15, 1977 for calendar year taxpayers, assuming the due

year. datefor filing the 1975 Wisconsin return was not extended beydwudil 15, 1977.
(C) Identification equirements.The requirements of this para If the election was not made, the loss was deductible on the taXph9@6 return.

i : .+ Note: Tax 2.98 explains some federal provisions relating to disaster area losses
graphare met if, as part of the tax return on which the credit &Rdhow the Wisconsin law for individuals conforms to the federal,laoweverit

claimed: does not explain all the details regarding casualty losses. Internal Revenue Service

H R lication547, entitledCasualties, Disasters, and Theftsy be helpful in under
1. The person prowdes the name and age of each qua“fyst dingsuch details as how to deduct a casualty loss, what to do if the loss exceeds

child. income,how to adjust the basis of property damaged or replaced, how to report the
2. In the case of a qualifying child who hattained the age amountreceived from insurance or other sources, and related casualty loss problems.
Note: Section ax 2.98 interprets ss. 71.01 (6), 71(2p and 71.225 (7) (b) Stats.
of One year before the. end .O.f th.e persdakable yeathe pe.rsc.)n History: Cr. RegisterApril, 1978, No. 268, é5-1-78; r (2), renum. (3) to be
providesthe taxpayerdentification number of the qualifying (2) and am. (2) (a) 1. and (b), Regis®eptember1983, No. 333, &f10-1-83; am.
child. (1) (@), £ (2) (b), renum. (2) (a). and 2. to be (2) (a) and (b) and am., Regisahru

. . . ,1990, No. 410, £f3-1-90; CR 10-095: am. () Register N ber 2010 No.
(d) Abode must be in the United Statd$ie requirements of Zg‘g,eﬁ, 12_(1_10, am. (&) Register November ©

sub.(2) (b) 2. and paxa) 3. b.shall be met only if the principal

plzggpis;);g\ﬁsggnisnorrﬁsszter::ittioer?arségi?/zfor taxable years beginning on Tax 2.99 Dalry investment credit. (1) PURPOSE. This
or after January 1, 1994, as a result of the enactment of 1893 16,which sectl_onclarlfles certain terms as they apply to the dairy investment
createds. 71.07 (9efad), (ah), (ap) and (at), Stats. Prior to the enactment of 196s€ditunder ss. 71.07 (3n), 71.28 (3n), and 71.47 (3n), Stats.

Wis. Act 16, the Wsconsin earned income credit was based on a percentage of the B i ;
foderalbasic eamed income crodit (2) DeriniTioNs. In thissection and in ss. 71.07 (3n), 71.28

Note: Section ax 2.97 interprets s. 71.07 (9¢) (ad), (ah), (ap) and (at), Stats.(3n)v and 71.47 (3n), Stats.:
History: Cr. RegisterJanuary1995, No. 469, &f2-1-95. (a) “Amount the claimant paid in the taxable year” means the
purchaseprice of facilities or equipmentquiredand first placed
Tax 2.98 Disaster area losses. (1) (a) Hurricanes, in service in this state during taxable years that begin after Becem
fires, storms, floods, and other similar casualties may cause peer31, 2003, and before January 1, 2010.
sonsto sufer losses from damage to property used in a teade () “Dairy farm modernization or expansion” has the meaning
businessr for income—producing purposes for which insurancgsgiven in ss. 71.07 (3n), 71.28 (3n), &d47 (3n), Stats. “Dairy
coveragds nominal or nonexistent. Losses sustained from-cagdym modernization or expansion” refers only to those faciliies
altiesof this kind may beleductible on a federal and @sabnsin equipmentin this state used exclusively on the claimardairy
incometax return. _ _ ~ farmrelated to the dairy animals located on the clairsatairy
(b) If a taxpayer sustainscasualty loss from a disaster in arfarm. “Dairy farm modernization or expansion” does not include
areasubsequently determined by the president of the Unitesk purchase of:
Statesto warrant federal assistance, section 165 (h) of the Internal 1 quinment used for raising crops for sale
RevenueCode gives taxpayers the election to deduct thedioss - =quip g crop '
thereturn for the current tax year or on the return foinimaedi
ately preceding tax year
(2) (&) The Wsconsin income tax treatment is determine
underthe federal Internal Revenue Code ifeefunder s. 71.22 ing depreciation
(4), Stats.for corpo.ratlons and s. 71.01 (6), Stats., fc_)r individual "Note: Treas. Reg. s. 1.167 (a)-le) (1) (i) provides, in part, that property is first
(b) If a corporation, designated agent of a combined group,picedin service when first placed in a condition or state of readiness and availability
anindividual desires to makée election after having filed aigy  for a specifically assigned function.

2. Vehicles licensed for highway use, snowmobiles, and all-
terrainvehicles.
(c) “First placed in service” has the meanesygiven under
reas.Reg. section 1.167 (a)t1e) (1) (i) for purposes of comput

consinincome tax return for the preceding taxable y#wr casu (d) “Milk production” means the activitpf producing and
alty loss may be claimed by filing amended \Wéconsin return handlingmilk on the claimans dairy farm in this state fdruman
for that year consumption, but does not include activities sastnansporting,
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pasteurizingpr homogenizing milk or making buttertheese, ice
creamor other dairy products.

(e) “Used exclusively related to dairy animals” means used in
this state on the claimasttlairy farm to the exclusion of all other
usesexcept for other uses not exceeding 5% of total use.

Note: Section ax 2.99 interprets ss. 71.07 (3n), 71.28 (3n), and 71.47 (3n), Stats.

Note: Sections 71.07 (3n), 71.28 (3n), and 71.47 (3n), Stats., were created by 2003
Wis. Act 135, efective for taxable years that begin after Decen#ier2003, and
beforeJanuary 1, 2010.

History: Emeg. ct eff. 9-17-04; CR 04-15: ctr Register March 2005 No. 591,
eff. 4-1-05.
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